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PREFACE. 

This  analysis  of  the  finances  of  the  Union  of  South  Africa  since 
its  inception  was  made  in  partial  fulfilment  of  the  requirements 
for  the  degree  of  Ph.D.  in  Economics  at  Harvard  University, 
U.S.A.  As  my  doctoral  dissertation  it  was  confined  to  the  period 
from  1910  to  1920  (the  first  decade  of  the  Union),  but  before  it  was 
transmitted  to  the  printers  the  necessary  alterations  were  made 
in  respect  of  taxation  and  financial  relations  between  the  Union 
and  the  Provinces,  in  view  of  the  important  amendments  introduced 
in  1921  and  1922.  An  Appendix  was  also  added,  which  is  intended 
to  be  a  general  summary  of  South  African  finance  since  the  establish- 
ment of  Union,  with  special  reference  to  the  financial  years  1920-21 
and  1921-22,  thus  bringing  the  material  up  to  date. 

The  method  of  analysis  adopted  was  that  of  scientific  economic 
inquiry,  and  the  viewpoint  taken  was  that  of  the  economist  and 
not  of  the  politician  or  administrator.  The  subject  of  public  finance 
is  intimately  connected  with  economics,  politics,  law  and  adminis- 
tration, but  only  economic,  legal  and  administrative  considerations 
have  been  taken  into  account.  Pofitics  has  been  relegated  to  the 
background  in  the  attempt  to  discuss  the  financial  transactions  of 
the  Union  and  Provincial  Governments  from  an  impartial  stand- 
point. It  has  not  been  my  aim  to  attribute  certain  actions  to 
pohtical  motives  or  to  trace  the  effects  of  political  considerations. 
Where  such  has  occurred  it  is  to  be  regarded  as  incidental. 

In  accordance  with  custom  I  regard  it  as  my  duty  to  avail  myself 
of  this  opportunity  to  acknowledge  my  indebtedness  to  all  who 
have  rendered  any  assistance  to  me,  financially  or  otherwise.  I 
wish  to  express  herewith  my  gratitude  and  sincere  appreciation  of  : 

(1)  the  financial  assistance  in  connection  with  my  study  and 

research  work  in  America,  rendered  by  (a)  my  father,  jVIt. 
G.  P.  C.  de  Kock,  (6)  the  Cape  Helpmekaar  Society  which 
awarded  me  a  scholarship  of  £300,  (c)  ;Mi-.  J.  Carinus,  and 
{d)  Mr.  Wege,  in  his  capacity  as  Manager  of  the  Standard 
Bank  at  Malmesbury.; 

(2)  the    helpful    advice    and   kindness    of   Professor   Bullock   of 

Harvard  UiiiversitV;  under  whose  guidance  and  supervision 
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I  carried  out  my  research  work  and.  whose  friendly  criticism, 
valuable  suggestions  and  words  of  encouragement  contributed 
largely  towards  the  realization  of  my  aims  and  the  alleviation 
of  my  burdens  ; 

(3)  the  co-operation  of  those  Government  officials  who  furnished 

me  with  the  necessary  reports  and  statistical  publications 
(free  of  charge)  and  with  the  special  information  requested 
in  my  letters,  such  as  the  Secretary  for  Finance,  Under- 
Secretary  for  Finance  (Mr.  Middleton),  Director  of  Census 
and  Statistics,  General  Manager  of  Railways  and  Harbours, 
Postmaster-General,  Commissioner  for  Inland  Revenue, 
Assistant  Controller  and  Auditor-General,  Secretary  for 
Lands,  Chief  Conservator  of  Forests,  Superintendent  of 
Guano  Islands,  etc.  ; 

(4)  the  offer  of  the  Union  Government  to  contribute  £200  to* 

wards  the  cost  of  publication  of  this  treatise  and  of  that 
on  "  Government  Ownership  in  South  Africa  "  in  exchange 
for  150  copies  of  each,  the  offer  having  been  tendered  by 
Minister  Burton  ; 

(5)  the  valuable  services  rendered  by  Miss  Ohve  Howe  (of  Cam- 

bridge, Mass.,  U.S.A.)  who  voluntarily  undertook  the 
arduous  task  of  typing  three  copies  of  the  original  manuscript  ; 
and 

(6)  the   co-operation  of  Mr.   Duncan,   Manager   of   the   firm   of 

J.  C.  Juta  &  Co.,  in  connection  with  the  pubhcation  of 
this  book. 

Finally,  I  wish  also  to  utihze  this  opportunity  to  express  my 
high  regard  for  that  valuable  annual  compilation  of  the  Director 
of  Census  and  Statistics  known  as  the  "  Official  Year  Book  of 
South  Africa,"  which  proved  to  be  the  most  convenient  source  of 
information. 

I  hereby  place  the  results  of  my  research  work  at  the  disposal 
of  the  general  public  with  the  hope  that  my  first  pubhcation  will 
be  favourably  received  by  the  reading  community. 

M.  H.  DE  KOCK. 

"  Leeuwendans," 
KUpheuvel, 

Dist.  Malmesbury. 
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THE     FINANCES    OF     THE    UNION     OF 
SOUTH     AFRICA. 

INTRODUCTION. 

Tlie  Union  of  South  Africa  is  constituted  under  the  South  Africa 
Act  of  1909  (9  Edw.  7,  ch.  9),  wliich  was  passed  by  the  Parhament 
of  the  United  Kingdom  on  September  20  of  that  year.  In  terms 
of  that  act  the  self-governing  colonies  of  the  Cape  of  Good  Hope, 
Natal,  the  Transvaal  and  the  Orange  River  Colony  were  united  on 
May  31,  1910,  in  a  legislative  union  under  one  central  government 
under  the  name  of  the  Union  of  South  Africa,  those  colonies  be- 
coming original  provinces  of  the  Union  under  the  names  of  the 
Cape  of  Good  Hope,  Natal,  the  Transvaal,  and  the  Orange  Free 
State,  respectively.' 

The  act  constituting  the  Union  provides  for  the  appointment 
by  the  King  of  a  Governor-General,  who,  with  the  advice  of  an 
Executive  Council  (of  which  the  members  are  chosen  and  sum- 
moned by  him),  administers  the  executive  government  of  the 
Union  as  the  Governor-General-in-Council."  The  appointment  of 
the  Governor-General  by  the  King  is  merely  nominal,  for  in  reality 
he  is  appointed  by  the  British  Cabinet  which  happens  to  be  in 
office  at  the  time  ;  but  though  appointed  in  this  way,  he  is  expected, 
as  the  representative  of  the  King,  to  be  strictly  impartial  and  above 
party.^  In  theory  the  Executive  Council  is  appointed  by  the 
Governor-General ;  in  practice,  he  sends  for  the  recognized  leader 
of  that  party  which  command.s  the  majority  of  votes  in  the  House 
of  Assembly,  and  asks  him  to  form  a  J\Iinistr3^  If  the  ]\Iinistry 
can  no  longer  command  a  majority  in  the  Lower  House,  it  has  to 
resign,  and  the  Governor-General  then  sends  for  someone  else 
to  form  a  JNIinistry.  In  short,  the  Executive  consists  of  a  jVIinistry 
formed  according  to  the  principles  of  responsible  government/ 
The  technical  term  adopted  in  the  Constitution,  "  The  Governor- 

General-in-Council,"  means,  in  fact,  the  "  Government." 

, ^ ■ ■  —    ■ 

1  S.A.  Act,  sec.  4.  *  Bleby  :  South  Africa  and  the  Brilish 

^Ihid^  sees.  9,  12  and  13.  Empire,  part  2,  p.  373. 

3  Howes  :  History,  Part  2,  p.   394. 
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The  Act  also  provides  for  the  estabhshment  of  departments  of 
state  by  the  Governor-General  in  Council  (that  is,  the  Union  Govern- 
ment), the  Governor-General  appointing  not  more  than  ten  officers 
for  the  administration  thereof.  Such  officers  are  ministers  of  state 
for  the  Union  and  members  of  the  Executive  Council.^  These 
ten  ministers  are  known  as  Ministers  with  Portfolio — that  is, 
administering  departments  of  State,  such  as  Finance,  Railways 
and  Harbours,  Defence,  Agriculture — but  there  may,  in  addition, 
be  any  number  of  Ministers  without  portfolio.'' 

The  legislative  power  of  the  Union  is  vested  in  the  Union  Par- 
liament, which  consists  of  the  King,  the  Senate,  and  a  House  of 
Assembly.^  The  Senate  has  40  members,  of  whom  eight  are 
nominated  by  the  Government  (four  of  them  to  be  selected  mainly 
on  the  ground  of  their  thorough  acquaintance  with  the  reasonable 
wants  and  wishes  of  the  coloured  races  in  South  Africa),  and  eight 
are  elected  for  each  of  the  four  provinces  of  the  Union.  The  first 
Senators  of  the  latter  type  were  elected,  for  a  term  of  ten  years, 
by  joint  sittings  of  the  two  Houses  of  the  old  Colonies,  and  vacancies 
were  to  be  filled  by  the  Provincial  Councils  of  the  respective 
Provinces.  After  the  expiration  of  the  ten  years  (1910-1920), 
Parliament  may  provide  for  the  subsequent  constitution  of  the 
Senate,  but  "  unless  and  until  such  provision  shall  have  been 
made,"  the  eight  Senators  of  each  Province  are  to  be  elected  by  a 
joint  sitting  of  the  members  of  the  Provincial  Council  and  the 
representatives  of  that  Province  in  the  House  of  Assembly.  The 
presiding  officer  of  the  Senate  is  a  President,  elected  by  the  Senators 
from  among  their  own  number.^ 

The  House  of  Assembly  was  to  consist  of  121  members  elected 
directly  by  the  people  for  a  period  of  five  years.  At  the  time  of 
the  establishment  of  the  Union  the  country  was  divided  into  121 
constituencies,  each  returning  one  member,  distributed  as  follows  : 
Cape  of  Good  Hope  51,  Transvaal  36,  Orange  Free  State  17,  and 
Natal  17.  As  the  population  of  any  province  increases,  its  number 
of  representatives  will  increase  proportionately  till  the  House  of 
Assembly  comprises  150  members,  when  the  members  will  be 
redistributed  according  to  the  number  of  voters  on  a  national 
basis  without  regard  to  provincial  boundaries.^  The  House  of 
Assembly  is  presided  over  by  a  Speaker,  elected  by  the  representa- 
tives from  among  their  own  number. 

5  S.A.  Act,  sec.  14.  8  Ihid.  sees.   24-27. 

f  Howes  :  History,  part  2,   p.   400.  9  S.A.   Act,   sees.    32-34. 

'  S.A.  Act,  see.   19. 
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The  powers  of  Parliament,  as  defined  in  the  Act  of  Union,  are  of 
a  comparatively  extensive  nature.  It  has  full  power  to  legislate 
for  the  peace,  order  and  good  government  of  the  Union.^*^  flowever, 
since  the  King  is  a  part  of  the  Union  Parliament,  its  power  to 
legislate  is  limited  by  the  necessity  of  obtaining  the  King's  assent 
to  all  bills  before  they  can  become  law.  For  this  purpose  bills 
are  to  be  presented  to  the  Governor-General,  as  tlie  King's 
representative. 

When  a  bill  has  been  passed  by  both  Houses  of  ParHament,  it 
is  to  be  presented  to  the  Governor-General  for  the  King's  assent, 
and  he  "  shall  declare  according  to  his  discretion,  but  subject  to 
the  provisions  of  this  Act,  and  to  such  instructions  as  may  from 
time  to  time  be  given  in  that  behalf  by  the  King,  that  he  assents 
in  the  King's  name,  or  that  he  withholds  assent,  or  that  he  reserves 
the  bill  for  the  signification  of  the  King's  pleasure."^'  Bills  dealing 
with  certain  specified  matters,  such  as  the  abolition  of  Provincial 
Councils  and  changes  in  regard  to  the  House  of  Assembly,  must 
be  "  reserved  "  by  the  Governor-General.  Even  if  the  Governor- 
General  has  assented  to  a  bill — and  it  has  thus  become  law — the 
King  may  disallow  any  such  law  within  a  year  thereafter.^^ 

With  regard  to  finance  the  control  of  Parliament  is  complete. 
The  following  provisions  are  made  in  respect  of  Money  Bills.: — 

(1)  Bills  appropriating  revenue  or  moneys  or  imposing  taxation 
are  to  originate  only  in  the  House  of  Assembly.  But  a  biU  is 
not  to  be  taken  to  appropriate  revenue  or  moneys  or  to  impose 
taxation  by  reason  only  of  its  containing  provisions  for  the  imposi- 
tion or  appropriation  of  fines  or  other  pecuniary  penalties. 

(2)  The  Senate  may  not  amend  any  bills  so  far  as  they  impose 
taxation  or  appropriate  revenue  or  moneys  for  the  services  of  the 
Government. 

(3)  The  Senate  may  not  amend  any  bill  so  as  to  increase  any 
proposed  charges  or  burden  on  the  people.'^ 

In  this  respe'ct  the  position  of  the  South  African  Senate  is  identical 
with  that  of  the  English  House  of  Lords,  in  that  neither  has  the 
power  to  introduce  or  amend  any  bills  ;  they  have  either  to  accept 
or  to  reject  them  as  they  stand. 

In  theory  the  functions  of  the  Senate,  as  an  Upper  House,  are 
to  revise  and  amend  the  laws  of  the  Lower  House,  and  so  to  serve 

^0  Ibid.  sec.  59.     In  1915  the  number  ^'^  Ibid.,    see.    65.     (Tn    such    matters 

of  constituencies  was  increased  to   130,  the  King  merely  acts  upon  the  advice 

and  in  the  beginning  of  1920  to  134.  of  his  Ministers.) 

11  S.A.  Act.  sec.  64.  "  S.A.  Act,  sec.  60. 
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in  times  of  popular  excitement  as  a  check  upon  hasty  legislation  ; 
and  for  this  reason  it  was  constituted  in  such  a  way  as  not  to  be 
directly  controlled  by  the  popular  vote.  But  in  practice  it  is  not 
as  a  rule  in  a  position  to  do  so,  owing  to  the  late  date  in  the  session 
at  which  bills  are  submitted  to  it,  and  also  because  its  members 
have  not  enough  personal  influence  and  prestige  to  enable  it 
satisfactorily  to  discharge  its  f unctions. ^^ 

While  under  the  Union  Constitution  all  matters  of  national,  or 
general  concern  are  placed  under  the  control  of  the  Central  Govern- 
ment, each  Province  is  provided  with  a  separate  administration 
for  the  management  of  its  local,  or  special,  affairs.  The  Provincial 
Administrations,  as  constituted  by  the  South  Africa  Act,  are  com- 
posed in  each  case  of  an  Administrator,  an  elective  Council  and  an 
Executive  Committee. 

The  Administrator  is  appointed  by  the  Union  Government,  for 
a  term  of  five  years.''  The  Provincial  Councils  consist  of  the  same 
number  of  members  as  are  elected  in  the  respective  provinces  for 
the  House  of  Assembly,  with  the  proviso  that  in  any  province 
whose  representatives  in  the  House  of  Assembly  shall  be  less  than 
twenty-five  in  number,  the  Provincial  Council  shall  consist  of 
twenty-five  members.^"  In  accordance  with  this  provision  the 
Provincial  Councils  of  the  Orange  Free  State  and  Natal  each  consist 
of  twenty-five  members,  whereas  in  the  House  of  Assembly  those 
two  provinces  are  represented  merely  by  seventeen  members  in 
each  case.  The  members  of  the  Provincial  Councils  are  elected, 
for  a  period  of  three  years,  by  the  parliamentary  voters  in  the 
parliamentary  constituencies  of  the  Union,  except  in  the  case  of 
the  two  above-mentioned  provinces  where  additional  constituencies 
had  to  be  created.'^  The  Executive  Committees  consist  of  four 
persons,  elected  by  the  respective  Provincial  Councils,  with  the 
Administrator  as  chairman.^*^ 

The  Provincial  Councils  have  power  to  legislate  by  ordinance  on 
certain  subjects  specified  in  the  Act,  and  on  such  other  subjects 
as  may  be  delegated  to  it.  All  ordinances  passed  by  a  Provincial 
Council  are  subject  to  the  veto  of  the  Union  Government. ^^ 

Provision  was  made  for  the  appointment  of  a  commission  of 
inquiry  into  the  financial  relations  which  should  exist  between 
the  Union  and  the  provinces.  This  commission  was  to  consist 
of  one  representative  from  each  province  and  was  to  be  presided 

14  Howes:    History,  part  2,  p.  396.  ^^  Ibid,  sees.  70-71. 

15  S.A.  Act,  sec.  68.  le  Ibid,  sec.  78. 
i6/6td,  sec.  70.  19 /Wd,  sec.   90. 
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over  by  an  officer  from  the  Imperial  Service.  Pending  the  comjjle- 
tion  of  the  inquiry,  the  Union  Government  was  to  pay  certain 
sums  annually  out  of  the  Consolidated.  Revenue  Fund  to  the 
Administrator  of  each  province. 

In  respect  of  revenues,  the  South  Africa  Act  provides  for  the 
institution  of  (a)  a  Railway  and  Harbour  Fund,'^  into  which  are  to 
be  paid  all  revenues  raised  or  received  by  the  Union  Government 
from  the  administration  of  the  railways,  ports,  and  harbours  (6) 
a  Consolidated  Revenue  Fund,"^  into  which  are  to  be  paid  all  other 
revenues  raised  or  received  by  the  Government  ;  and  (c)  a  Pro- 
vincial Revenue  Fund^^  in  every  province,  into  which  are  to  be  paid 
all  revenues  raised  by  or  accruing  to  the  Provincial  Council  and 
aU  moneys  paid  over  by  the  Union  Government  to  the  Provincial 
Council. 

Provision  is  also  mad.e  for  the  appointment  of  a  Controller  and 
Auditor-General  by  the  Government.  This  officer  can  only  be 
removed  by  the  Government  when  an  address  praying  for  such 
removal  is  presented  to  the  Governor-General  by  both  Houses  of 
Parliament.  The  Controller  and  Auditor-General  is  to  exercise 
such  powers  and  functions  and  to  undertake  such  duties  as  may  be 
assigned  to  him  by  the  Government.^^ 

The  form  of  the  South  African  Constitution  is  indicated  b}^  the 
official  designation  adopted  in  the  Act  of  1909 — the  Union  of  South 
Africa.  It  is  a  union  as  distinguished  from  a  federation,  such 
as  in  the  case  of  the  United  States  of  America,  the  Dominion  of 
Canada,  and  the  Commonwealth  of  Australia.  There  is  a  vital 
difference  between  the  two  varieties.  Professor  Dicey^^  enunciated 
the  following  as  the  three  leading  characteristics  of  federalisiii  : 
the  supremacy  of  the  constitution,  the  distribution  among  bodies 
with  hmited  and  co-ordinate  authority  of  the  different  powers  of 
government,  and  the  authority  of  the  courts  to  act  as  the  inter- 
preters of  the  constitution.  These  characteristics  do  not  at  all 
apply  to  the  Union  Constitution.  In  the  first  place  the  Parliament 
of  the  Union,  and  not  the  Constitution,  is  supreme.  Secondly, 
power  is  not  distributed  among  bodies  with  limited  and  co-ordinate 
authority,  but  resides  ultimately  in  the  Parliament.  Thirdly,  the 
courts  have  no  more  authority  than  in  Great  Britain  to  act  as 
interpreters  of  the  constitution.  It  is  from  the  principle  of  the 
supremacy  of  Parliament  that  flow  all  the  fundamental  differences 
between  a  federal  constitution  and  a  unitary  constitution  such  as 

20  &  £1  S.A.  Act,  sec.   117,  23  76i(/,  sec.  132. 

22 /6k?,  sec.  89.  24  The  Law  of  the  Constitution,  p.  136. 
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that  framed  for  South  Africa.  The  South  African  ParUament  is 
not  supreme  in  the  manner  in  which  the  British  ParUament  is 
supreme,  because  it  is  subject  to  the  Hmitations  which  the  British 
Constitution  imposes  upon  all  Colonial  ParHaments.^^  In  addition, 
though  the  Union  Parliament  has  a  general  power  to  repeal  or  alter 
the  Constitution  as  set  out  in  the  South  Africa  Act,  the  exercise 
of  this  power  is  altogether  withheld  in  respect  of  certain  provisions, 
and  made  conditional  in  respect  of  certain  other  provisions,  of  the 
Act.""  But,  within  the  Union,  Parliament  is  supreme  in  the  sense 
that  there  is  no  fetter  upon  its  absolute  freedom  of  action  ;  the 
only  restrictions  are  from  without,-  namely,  from  the  Imperia 
authorities.-^ 

It  has  been  remarked,  and  justifiably  too,  that  the  unitary 
principle  finds  its  most  complete  fulfilment  in  the  chapter  deaHng 
with  finance  and  railways.^^  All  revenues,  from  whatever  source, 
over  which  the  several  Colonies  had  power  of  appropriation  at 
the  establishment  of  the  Union,  and  all  the  railways,  harbours 
and  ports  belonging  to  the  Colonies  were  vested  in  the  Central 
Government.  The  financial  relations  between  the  central  and 
local  governments  were  not  subjected  to  a  rigid  definition,  as  in 
the  federal  constitutions  of  the  United  States,  Canada  or  Australia, 
but  provision  was  made  for  an  elastic  system  of  finance  by  assigning 
the  final  determination  of  those  relations  to  the  Union  Parliament, 
which  is  to  effect  such  readjustments  as  altered  conditions  and 
circumstances  may  demand. 

The  establishment  of  the  Union  was  prompted,  in  no  slight 
degree,  by  the  realization  of  the  substantial  economies  likely  to 
be  effected  by  the  unification  of  the  railways,  government  depart- 
ments and  civil  services  of  the  four  colonies — the  substitution  of 
one  for  four  administrative  systems.  Various  other  factors  have 
been  enumerated,  such  as  the  consolidation  of  the  public  debts 
with  the  consequent  improvement  in  South  African  credit,  the 
increased  power  of  self-defence  and  self-government,  the  gain  of 
that  stability  which  attracts  capital  and  promotes  enterprise,  the 
strength  to  deal  with  native  problems,  and  the  uniformity  of  trade 
regulations.^^ 

As  a  result,  then,  of  the  unification  of  the  four  colonies  and  the 
adoption   of   a   unitary,   rather   than  a  federal,   constitution,   the 

25  Brand  :  The  Union  o/  South  Africa,  2^  Howes  :    History,  part  2,  p.  395. 

p.  4.3.  28  Brand  :    The   Union  of  S.A.,  p.  89. 

26Worsfold:      The     Union     of    S.A.,  ^^  B\eby  :  South  Africa  and  the  British 

p.  164.  Empire,  part  2,  p.  .376. 
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Union  Government  was  placed  in  control  of  an  extensive  series 
of  industries  and  domains.  In  view  of  the  lack  of  private  initiative 
and  the  small  inducement  to  private  capital  in  a  country  of  vast 
area  with  a  very  sparse  European  population,  the  Colonies  had  been 
obHged  to  undertake  the  development  of  the  modern  facilities  of 
transportation  and  communication  and  to  promote  the  development 
of  agriculture  in  all  its  aspects  ;  so  that  the  Union  Government 
acquired  the  ownership  of  railways,  harbours,  post  offices,  tele- 
graphs, telephones,  savings  banks,  land  banks,  Crown  lands,  forests, 
irrigation  works,  guano  islands,  mining  lands  and  mining  rights. 

The  subject  of  this  thesis,  "  The  Finances  of  South  Africa  from 
1910  to  1920,"  refers  merely  to  national  (or  Union)  and  provincial 
finance  and  takes  no  account  of  local  finance,  the  reason  being  that 
in  South  Africa  public  finance  resolves  itself  into  two  distinct 
phases — Union  and  Provincial  finance,  on  the  one  hand,  and  local 
finance  on  the  other — and  that  within  the  hmits  of  a  thesis  justice 
cannot  be  done  to  both  phases. 

Provincial  finance  is  virtually  a  part  of  Union  finance,  the  two 
being  so  closely  knit  together  as  to  warrant  their  consolidation  for 
the  purpose  of  scientific  analysis.  In  fact,  the  Provincial  Govern- 
ments were  instituted  primarily  with  a  view  to  securing  the  decen- 
tralization which  was  considered  expedient  in  respect  of  primary 
and  secondary  education,  roads  and  bridges,  hospitals  and  poor 
relief,  these  activities  having  been  under  the  jurisdiction  of  the 
central  governments  of  the  constituent  colonies. 

The  study  of  the  finances  of  South  Africa  from  1910  to  1920  is  of 
special  significance  in  view  of  the  many  important  problems  in- 
volved. In  the  first  place,  the  period  under  review  represents  the 
first  decade  of  Union  Government  in  South  Africa,  the  union  of 
the  four  British  self-governing  colonies  (Cape  of  Good  Hope, 
Transvaal,  Orange  Free  State,  and  Natal)  having  been  effected 
on  the  31st  May,  1910.  The  establishment  of  the  Union  brought 
about  a  substantial  change  in  financial  pohcy.  The  rivalry  between 
the  Colonial  Governments  had  produced  considerable  development 
in  some  phases  of  economic  life  to  the  obvious  detriment  of  others. 
On  the  unification  of  the  colonies,  a  broad  policy  of  general  economic 
development  was  adopted,  and  it  was  decided  to  extend  the  scope 
of  governmental  activity  in  respect  of  land  settlement,  irrigation, 
forestry,  agricultural  credit,  etc.,  and  to  undertake  with  vigour 
the  extension  of  the  railway,  harbour,  postal,  telegraph  and  tele- 
phone services  which  had  already  been  well  developed  by  the 
colonies. 
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Secondly,  the  abnormal  war  conditions  during  one-half  of  the 
decade  created  new  and  difficult  problems.  The  conquest  of 
German  South-West  Africa  and  the  other  war  operations  of  the 
Union  occasioned  an  expenditure  of  about  £39,000,000,  of  which 
£8,000,000  was  paid  out  of  revenue  and  £31,000,000  out  of  loan 
funds.  The  interest  on  the  war  debt  and  the  increase  in  general 
expenditures,  as  the  result  of  the  enhanced  cost  of  hving  and  of 
materials,  necessitated  the  extension  of  existing  forms  of  taxation 
and  the  introduction  of  new  forms.  The  aftermath  of  the  war 
presented  even  greater  difficulties  than  the  war  itself. 

Thirdly,  the  adoption  of  a  unitary  system  of  government  led 
to  the  institution  of  provincial  administrations  with  strictly  sub- 
ordinate powers  and  narrowly-confined  functions.  The  financial 
relations  between  the  Union  and  the  Provii^ces  were  not  prescribed 
in  the  Constitution,  but  were  provided  for  in  a  legislative  enactment 
known  as  the  Financial  Relations  Act  of  1913.  These  relations 
are  not  rigidly  defined  and  are  subject  to  change  as  altered  con- 
ditions and  circumstances  may  demand.  The  system  of  provincial 
government  prevaihng  in  South  Africa'  is  admitted  to  be  an  experi- 
ment and  may  be  abolished  at  any  time  by  the  Union  Parhament. 

Method. — In  general  the  method  adopted  is  that  of  the  text 
book  on  public  finance,  in  accordance  with  which  the  thesis  is 
divided  into  four  parts  : 

Part  1.     Expenditures  ; 

Part  2.     Revenues  ; 

Part  3.     Public  Debt  ; 

Part  4.     Administration  and  Control  of  the  Finances. 

The  expenditures  are  classified  according  to  the  activities  of  the 
Union  and  Provincial  Governments  in  the  following  manner  : 
constitutional  expenditure  (expenditure  for  head  of  state,  legislature 
and  for  any  other  department  of  the  Government  the  expenses  of 
which  do  not  fall  under  any  of  the  heads  of  expenditm^e),  and 
expenditures  on  financial  administration,  pubhc  works  and  build- 
ings, national  defence,  justice,  education,  agriculture,  promotion 
and  regulation  of  industry,  public  health,  dependent  and  defective 
classes,  native  affairs,  public  debt  charge,  and  miscellaneous 
services.  The  commercial  expenditures  are  treated  in  Part  2  in 
connection  with  commercial  revenues. 

The  revenues  are  grouped  under  three  main  heads  : 

(1)  Commercial  revenues  ; 

(2)  Administrative  revenues  ; 

(3)  Revenues    from    taxation. 


INTRODUCTION  9 

The  commercial  revenues  are  sub-divided  into  («)  revenue  from 
industries,  (6)  revenue  from  domains,  and  (c)  revenue  from  invest- 
ments. The  administrative  revenues  are  sub-divided  into  (a)  fees, 
(6)  departmental  receipts,  (c)  fines  and  forfeitures,  (d)  rents  of 
Government  houses  and  buildings,  and  (e)  miscellaneous  revenue  ; 
and  the  revenues  from  taxation  are  classified  according  to  the 
various  kinds  of  taxes,  such  as  the  customs  and  excise  duties, 
income  tax,  excess  profits  tax,  mining  taxes,  native  taxes,  in- 
heritance tax,  transfer  duty,  provincial  taxes  proper,  stamp  duties, 
and  licences. 

The  pubhc  debt  is  analysed  into  its  constituent  elements,  and 
an  attempt  has  been  made  to  determine  the  relation  between  the 
reproductive  and  the  unproductive  debt  by  adopting  the  incidence 
of  interest  charges  as  a  basis  ;  that  is,  by  ascertaining  the  proportion 
of  interest  which  is  earned  by  the  various  objects  of  capital  outlay 
and  that  which  has  to  be  met  from  taxation,  and  appljdng  the  pro- 
portions so  ascertained  to  the  public  debt. 

The  subject  of  financial  administration  and  control  is  treated 
in  four  chapters,  entitled  as  follows  : — 

(1)  Financial  relations  between  the  Union   and  the 
Provinces  ; 

(2)  System  of  financial  administration  ; 

(3)  Budgetary   procedure  ; 

(4)  Control  of  the  finances. 


PART    I. 


EXPENDITURES. 


CHAPTER  1. 

Constitutional    Expenditure. — ^Financial    Administration. — 
Public  Works  and  Buildings. 

(1)  Constitutional  Expenditures. 

A.  Governor-General. — The  Union  Constitution  provides  for  the 
appointment  of  a  Governor-General  as  the  representative  of  the 
King,  and  for  the  payment  of  an  annual  sum  of  £10,000  out  of 
the  Consolidated  Revenue  Fund  as  his  salary.^  The  annual  ex- 
penditure in  respect  of  the  office  of  the  Governor-General  is  about 
£22,000. 

Expenditure  on  the  Office  of  the 
Fiscal  Year 

1911-12 
1913-14 
1915-16 
1917-18 
1919-20 

B.  Prime  Minister. — The  Department 
serves  as  the  channel  of  communication  between  the  Governor- 
General-in-Council  and  the  Departments  of  State,  and  between 
the  Executive  Council  and  Parliament. 


G  overnor-General2 
£23,776 
23.784 
22,762 
21,298 
24,804 

Prime    Minister 


of    the 


Expenditure    on    Office    of 

Prime 

Fiscal  Year. 

Minister.3 

1911-12           

£8,911 

1913-14           

7,698 

1915-16           

7,156 

1917-18           

7,893 

1919-20           

28,134 

The  large  miscellaneous  expenditure  in  1919-20  is  due  to  the 
contribution  of  £16,234  towards  the  expenses  of  the  Secretariat  of 
the  League  of  Nations.* 

C.  Parliament. — The  Parliament  of  the  Union  consists  of  two 
Houses,  the  Senate  and  the  Legislative  Assembly.     The  Senate  is 


1  S.A.  Act,  sees.  9-10. 

a  O.Y.B.    1918,   p.   688,  and    O.Y.B. 
1920. 


3  O.Y.B.  1918,  p.  689,  and  O.Y.B. 
1920. 

'*  Auditor-General's  Report  for  1919 
-20,    p.    109. 
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composed  of  40  members,  of  whom  eight  are  nominated  by  the 
Government  and  eight  are  elected  for  each  of  the  four  Provinces 
of  the  Union.  The  Legislative  Assembly  comprised  121  members 
during  the  five-year  period  from  1910  to  1915  and  130  during  that 
from  1915  to  1920.  In  1920  the  number  of  constituencies  was 
increased  to  134  in  accordance  with  the  increase  of  population  in 
the  Transvaal.  Provision  is  made  in  the  Union  Constitution  for 
an  annual  allowance  of  £400  to  members  of  the  Senate  and  the 
Legislative  Assembly,  subject  to  deductions  in  the  case  of  absence.® 

Parliamentary  Expenses. 
Head  of  Expenditure. 

Allowances  to  Senators  and  Members 

of  the  Assembly  ... 
Salaries  and  Wages  of  Staff 
Hansard 
Miscellaneous    ... 

Total  

D.  Provincial  Administrations,. — Each  Province  is  provided 
with  a  separate  administration  for  the  management  of  its  local, 
or  special,  affairs.  The  Provincial  Administrations  are  composed 
in  each  case  of  an  Administrator,  an  elective  Council,  and  an 
Executive  Committee.  The  salaries  of  the  Administrators  are  paid 
by  Parliament,  but  the  allowances  of  the  members  of  the  Provincial 
Councils  and  of  the  Executive  Committees  are  paid  out  of  the 
respective  Provincial  Revenue  Funds.  The  Provincial  Councillors 
receive  an  annual  allowance  of  £120,  which  may  be  reduced  on 
account  of  absence.^  The  expenditure  on  the  Provincial  Adminis- 
tration has  been  subject  to  a  very  considerable  increase,  as  illus- 
trated in  the  following  table  : — 

EXPENDITXJRE    ON    THE    PROVINCIAL    ADMINISTRATIONS.^ 

Head  of  Expenditure.  1911-12.  1913-14.  1915-16.  1917-18.  1919-20. 

Salaries  and  Wages  of  Administrative  f  £  £  £  £ 

Staffs  53,035      01,701      72,655      89,686    130,879 


1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

40,401 

58,129 

69,426 

62,725 

57,375 

16,464 

19,357 

18,020 

21,816 

26,523 

4,000 

5,880 

2,280 

418 

1,122 

3,124 

2,365 

1,612 

2,250 

2,827 

63,989 

85,731 

91,338 

91,209 

87,847 

Executive  Committees  and  Provincial 

Councils 
Transport 
General  Expenses 

17,192      18,422      23,825      21,845 
3,133        5,803        7,689      8,948 
7,999      65,289      86,549    130,713 

25,253 

12,410 

129,716 

Total           

81,359    151,215    190,718    251,172 

342,366 

5  S.A.  Act,  sec.  56. 

6  O.Y.B.   1919,  p.   156. 

^  O.Y.B.   1918,  p.   705. 
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The  exceptional  increase  in  expenditure  in  respect  of  the  salaries 
and  wages  of  the  administrative  staffs  of  the  four  Provinces  is  due 
to  the  growth  of  tlie  permanent  staffs  from  688  in  1911  to  854  in 
1918,^  and  to  the  war  bonus  and  rise  in  pay.  The  general  expenses 
advanced  suddenly  from  £7,999  in  1911-12  to  £65,289  in  1913-14, 
on  account  of  the  additional  powers  which  were  conferrred  on  the 
Provincial  Administrations  by  the  Financial  Relations  Act"*  of  1913. 
These  powers  were  extended  by  the  Financial  Relations  Extension 
Act^^  of  1917,  occasioning  still  higher  expenditures  on  the  part  of 
the  Provinces  in  the  Financial  years  1916-17  and  1917-18.  These 
general  expenses  include  all  other  items  which  cannot  be  grouped 
under  the  three  great  branches  of  provincial  expenditure,  namely, 
Education,  Hospitals  and  Poor  Relief,  and  Roads  and  Works. 
The  total  expenditure  on  general  administration  of  the  Provinces 
shows  an  increase  of  320  per  cent.,  whereas  the  per  capita  expendi- 
ture, calculated  with  reference  to  the  white  population  .only, 
advanced  266  per  cent.,  and  that  based  on  the  total  population 
259  per  cent. 

Per  Capita  Expenditure. 

Expenditure  per  Capita    Expenditure  per  Capita 
Fiscal  Year.  of  White  Population,     of  Total  Population. 

s.  d.  d. 

1911-12  1     3  3-2 

1915-16  2     9  7 

1919-20  4     7  11^ 

E.  Department  of  the  Interior. — The  Department  of  the  Interior 
is  under  the  control  of  the  Minister  of  the  Interior,  with  the  Secre- 
tary for  the  Interior  as  the  permanent  head.  The  activities  of  this 
department  are  of  a  comprehensive  and  diversified  nature,  such 
as  the  registration  of  births,  deaths  and  marriages,  the  management 
of  the  government  printing  works,  the  registration  of  voters  and 
the  conduct  of  parliamentary  elections,  naturalization,  consular 
matters,  the  collection  and  compilation  of  statistics,  supervision 
of  museums,  libraries,  art  galleries,  astronomy,  archives,  etc., 
control  of  immigration  and  Asiatic  affairs,  supervision  of  govern- 
ment commissions,  and  the  control  of  general  matters  affecting 
the  Public  Service  other  than  financial  control. ^^  These  activities, 
apparently  insignificant  at  first  sight,  constitute  a  substantial 
charge  on  the  revenue,  as  evidenced  by  the  following  table  : — 

8  O.Y.B.   1919,  p.   111.  10  Act  9  of  1917. 

9  Act  10  of  1913  and  O.Y.B.   1920.  u   O.Y.B.    1919,  p.    106. 
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Expenditure  on  Internal  Affairs.  12 


Head  of  Expenditure. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

General  Administration 

48,508 

34,713 

24,560 

35,396 

29,577 

Printing  and  Stationery- 

250,183 

227,809 

173,082 

245,755 

328,631 

Immigration  and  Asiatic  Affairs 

17,602 

17,127 

22.553 

22,791 

23,236 

Registration  of  Voters,  and  Elections 

— 

17,448 

17,465 

— 

36,887 

Census  and  Statistics 

102,508 

10.221 

6,385 

13,162 

41,047 

Commissions 

17,996 

20,538 

17,007 

12,050 

29,719 

Libraries  and  Museums 

39,707 

31,807 

22,524 

26,420 

27,879 

Meteorology  and  Astronomy 

6,399 

4,958 

6,460 

6,188 

4,983 

Total           

482,903 

364,621 

290,036 

361,762 

521,959 

The  expenditure  on  internal  affairs  illustrates  the  tendency,  per- 
ceptible in  connection  with  several  items  of  expenditure,  of  a 
steady  decrease  after  the  establishment  of  Union,  as  the  result 
of  the  economies  effected  by  the  consolidation  of  four  Colonial 
departments  into  one  Union  department,  until  the  beginning  of 
the  war  period  which  occasioned  a  sudden  decline,  in  view  of  the 
shrinkage  of  certain  sources  of  revenue  affected  by  the  war.  The 
high  mark  of  1911-12  is  due  to  the  large  appropriation  for  the 
extensive  census  which  was  undertaken  during  that  j'^ear.  If  the 
expenditure  in  respect  of  census  and  statistics  had  been  normal 
in  that  year,  the  decrease  in  the  following  year  would  have  been 
comparatively  small. 

The  first  year  of  the  war,  however,  presented  a  decline  of  about 
15  per  cent,  over  the  expenditure  of  the  preceding  year,  and  the 
second  year  witnessed  a  further  decline.  Subsequent  to  that  the 
expenditure  was  subject  to  an  advance  again,  due  to  the  increased 
cost  of  living.  The  introduction  of  the  general  war  bonus  in  1918 
and  of  the  general  rise  in  salaries  and  wages  in  1919  occasioned  a 
considerable  advance  in  the  public  expenditure — an  increase  of 
about  45  per  cent,  in  1919-20  as  compared  with  1917-18.  This 
feature  will  be  observed  in  virtually  every  branch  of  expenditure 
in  the  aforegoing  table,  the  year  1917-18  showing  an  increase  in 
expenditure  over  that  of  the  preceding  year,  and  the  year  1919-20 
again  over  that  of  1917-18.  These  branches  of  expenditure  afford 
excellent  scope  for  retrenchment  in  the  case  of  an  emergency, 
without  undue  sacrifice. 

In  the  matter  of  printing  and  stationery,  the  war  reductions 
were  made  principally  in  "  contract  printing  and  binding  "  and 
in   "stationery,"   the  former   declining  from    £50,800    in   1913-14 


12  O.Y.B.    1918,  pp.   687,  689,  and  694,  and  O.Y.B.    1920. 
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to  £43,051  in  1914-15  and  £25,146  in  1915-16,  and  the  latter  from 
£50,690  in  1913-14  to  £39,565  and  £36,809,  respectively,  in  the 
two  following  years. ^^  The  expenditure  on  salaries  and  wages 
constitutes  on  the  average  about  one-third  of  the  total  expenditure 
on  printing  and  stationery.  This  was  only  slightly  lowered  during 
the  earlier  part  of  the  war  period. 

The  per  capita  expenditure  in  respect  of  printing  and  stationery 
is  considerable.  Taking  the  financial  year  1912-13  as  a  normal  year 
and  assuming  that  the  white  population  very  closely  approximates 
the  appropriate  basis  of  computation,  it  is  found  that  the  per 
capita  figure  is  as  high  as  3s.  6d. 

As  to  immigration  and  Asiatic  affairs,  the  high  peak  of  1916-17 
is  due  to  an  appropriation  of  £10.212^*  for  the  repatriation  of 
Asiatics. 

The  irregularity  in  the  case  of  the  expenditure  on  the  registration 
of  voters  and  on  elections  is  to  be  ascribed  to  the  absence  or  presence 
of  a  general  election,  the  high  figures  of  1913-14,  1915-16  and  1919-20 
being  accounted  for  by  the  provincial  or  national  elections. 

The  abnormal  expenditure  of  £102,508  in  1911-12  in  connection 
with  the  collection  of  statistics  was  caused  by  the  great  census 
that  was  undertaken  in  that  year.  A  central  statistical  office  for 
the  Union  was  established  on  April  1,  1917,  with  the  Director  of 
Census  as  the  administering  officer  and  a  Statistical  Council  of  eight 
members,  in  accordance  with  the  provisions  of  the  Statistics  Act^^ 
of  1914. 

The  expenditure  shown  under  the  heading  of  Commissions 
includes  the  salaries  of  the  members  of  the  Public  Service  Com- 
mission and  staff,  together  with  incidental  expenses.  Provision 
was  made  in  the  Union  Constitution  for  the  appointment  of  this 
Public  Service  Commission,  in  which  was  vested  the  control  of 
the  appointment,  discipline,  resignation  and  superannuation  of 
Government  officials. ^"^  In  addition  to  this  there  are  Statutory, 
Parliamentary  and  Departmental  Commissions.^' 

The  expenditure  on  libraries  and  museums  takes  the  form  of 
grants  by  the  Union  Government,  these  grants  serving  as  the 
most  important  source  of  revenue  in  the  case  of  museums — in  some 
cases  almost  the  sole  source,  as  with  the  South  African  Museum  at 
Cape  Town,  the  revenue  of  which  in  1917-18  was  composed  of  a 
government  grant  of  £4,200  and  £417  from  other  sources. ^^ 

13  O.Y.B.   1919,  p.   847.  16  s.A.  Act,  sec.  142. 

M  Ibid,  p.   846.  "  O.Y.B.    1919,  p.   848. 

15   Act  38  of  1914.  18  Ibid,  p.  312. 


16  EXPENDITURES. 

As  regards  meteorology  and  astronomy,  the  Transvaal  Observa- 
tory, which  had  been  estabhshed  in  1903  by  the  Transvaal  Govern- 
ment, was  taken  over  by  the  Union  Government  and  renamed 
the  "  Union  Observatory  "  by  government  i^roclamation'^  in  1912, 
under  the  direction  of  the  Astronomer  of  the  Union.  It  is  the 
official  astronomical  and  meteorological  station  in  the  Union.^*^ 

F.  Civil  Pensions. — The  Pubhc  Service  and  Pensions  Act''  of 
1912  provides  for  the  establishment  of  three  pension  funds  : — (1) 
the  Administrative  and  Clerical  Division  Pension  Fund  ;  (2)  the 
General  Division  Pension  Fund  ;  and  (3)  the  Defence,  Police  and 
Prisons  Pension  Fund.  Each  fund  consists  of  (a)  contributions 
by  members  of  the  Public  Service  and  (b)  contributions  by  the 
Government. 

The  Government  contributions  comprise  the  following  : — (1)  a 
sum  equal  to  the  aggregate  of  the  current  contributions  made  by 
officers  to  their  respective  funds  ;  (2)  various  minor  contributions 
relating  to  special  cases  ;  and  (3)  interest  at  the  rate  of  3|  per  cent, 
per  annum  on  the  daily  average  uninvested  balances  of  the  funds.^'' 

The  Public  Service  and  Pensions  Act  imposes  five  additional 
charges  on  the  pubhc  revenue  in  respect  of  pensions  and  gratuities. 
In  the  first  place,  if  a  member  of  the  public  service  is  obhged  to 
retire  therefrom  owing  to  severe  bodily  injury  or  permanent  iU- 
health  occasioned  without  his  default  in  the  discharge  of  and 
specially  attributable  to  his  official  duties,  the  Government  is  to 
grant  him  a  pension  varying  according  as  liis  capacity  to  contribute 
to  the  support  of  himself  and  his  dependents  is  materially  impaired 
or  totally  destroyed."' 

Secondly,  if  a  member  of  the  pubhc  Service  loses  his  life  as  the 
result  of  an  injury  or  an  illness  contracted  under  the  aforementioned 
circumstances,  whether  death  occurs  immediately  or  within  one 
year  after  the  injury  or  commencement  of  the  illness,  the  Govern- 
ment is  to  grant  his  widow  or  children,  or  father,  mother,  brother 
or  sister  dependent  upon  him  for  support  and  maintenance,  such 
annuity  or  gratuity  as  the  necessities  of  the  case  may  require.  If 
any  such  member  had  contributed  to  the  pension  fund  of  his  division, 
the  amount  of  the  contributions  made  by  this  member  and  the 
amount  paid  from  revenue  to  the  fund  in  respect  of  such  member, 
together  with  interest  at  the  rate  of  3i  per  cent,  per  annum,  are 
to  be  repaid  to  revenue  out  of  the  fund.'^ 

19  Govt.  Notice  No.  612  (1.5.12).  22  Act  29  of  1912,  sec.  26. 

20  O.Y.B.  1919,  p.  71.  23  Ibid,  sees.  46  and  49. 
^1  Act  29  of  1912.              •                               24  Ibid,  sees.  47  and  50. 
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Thirdly,  an  officer  who  has  contributed  to  the  pension  fund  of 
his  division  in  respect  of  a  period  of  10  years  or  more  is,  if  discharged 
from  the  Pubhc  Service  owing  to  the  aboHtion  of  his  office  or  a 
reorganization  or  readjustment  of  departments  or  offices  in  the 
Pubhc  Service,  entitled  to  an  annuity  calculated  at  the  rate  of 
one-sixtieth  of  his  average  pensionable  emoluments  for  each  year 
of  contribution.  The  payment  of  any  such  annuity  before  the 
officer  concerned  attains  the  age  of  sixty  years  is  to  be  made  from 
revenue  and  not  from  the  fund,  but  after  he  attains  that  age  such 
payments  are  made  out  of  the  fund."^ 

Fourthly,  an  officer  who  has  attained  the  age  of  55  years  may  be 
required  to  retire  on  pension,  but  all  annuities  paid  before  that 
officer  is  entitled  to  retire  at  the  age  of  60  are  to  be  charged  to 
revenue  and  not  to  the  fund.^^ 

Finally,  an  officer  who  has  continuously  occupied,  for  at  least 
ten  years  immediately  preceding  retirement,  an  office  or  post  in 
a  leper  or  lunatic  asylum  or  in  a  government  institution  used  for 
the  treatment  of  infectious  or  contagious  diseases  and  who  comes 
in  daily  contact  with  patients  suffering  from  leprosy,  lunacy,  or 
such  diseases,  is  entitled  to  retire  on  pension  on  attaining  the  a.ge 
of  50  years  and  to  have  a  period  of  five  years  added  for  the  jDurpose 
'  of  calculating  his  pension  upon  his  retirement,  so  much  of  the 
pension  as  is  attributable  to  the  added  service  being  paid  out  of 
revenue.*'^ 

As  a  result  of  the  elaborate  pension  system  prevailing  in  the 
Union,  the  expenditure  in  regard  to  civil  pensions  and  gratuities 
constitutes  quite  a  heavy  charge  on  the  public  revenue,  as  testified 
by  the  table"^  on  the  following  page. 

The  sudden  increase  in  the  expenditure  in  1912-13  as  compared 
with  that  in  the  preceding  year  is  due  to  the  coming  into  effect 
of  the  Public  Service  and  Pensions  Act  on  August  1,  1912,  which 
entailed  larger  contributions  by  the  Government,  and  also  to  the 
reorganization  of  the  Government  departments,  which  occasioned 
a  higher  compensation  charge. 

25  Act  29  of  1912,  sec.   32.  28  O.Y.B.  1918,  p.  691  ;  O.Y.B.  1919 

26  Thirl    ^po    •\C\  ^->^  P-    ^^^  '     *^"^   Appropriation   Accounts, 

'  "^     ^^  1919-20 

27  Ibid,  sec.  30  (3). 
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Expenditure  on  Civil  Pensions. 
Heading.  1911-12.  1912-13.  1914-15.  1917-18.  1919-20. 

Contributions  to  Pensions  and  Provi-  £  £  £  £  £ 

dent  Funds  74,985    114,866      88,074    116,647    130,439 


Compensation  Allowances 
Superannuation  Allowances 
Invalid  Allowances 
Miscellaneous  Allowances 


137,779  162,281  141,980  128,828  121,362 

102,434  107,284  105,924  127,359  138,142 

51,330  53,139  60,083  66,940  78,771 

22,984  25,269  22,714  23,973  280,925 


Totals         389,512    462,839    418,775    463,647    749,639 


The  large  miscellaneous  expenditure  in  1919-20  is  due  to  the  inclusion  of  the 
estimated  deficit  of  £250,000  on  the  Transvaal  Administrative  and  Clerical  Service 
Pension  Fund.^^ 

Per  Capita  Expenditure. 

Expenditure  per  capita     Expenditure  per  capita 
Fiscal  Year.  of  the  white  popuation.     of  the  total  population. 

s.  d.  s.     d. 

1911-12           6  1  •      1     3i 

1914-15           6  2  14 

'                1919-20           10  1  2     1 

G.  High  Commissioner  and  Trades  Commissioner. — The  High 
Commissioner  for  the  Union  of  South  Africa,  who  is  stationed,  at 
London,  is  the  representative  of  the  Union  Government  in  the 
United  Kingdom  for  such  purposes  as  may  be  required.  He  serves 
as  a  general  agent  for  the  Union  in  London  in  financial,  commercial 
and  other  matters.  The  Trades  Commissioner,  again,  is  charged 
with  the  supervision  and  direction  of  the  trade  interests  of  the 
Union  in  the  United  Kingdom  and  elsewhere.^*^ 

The  expenditure  on  the  offices  of  the  High  Commissioner  and 
tlie  Trades  Commissioner  Hkewise  presents  an  example  of  minimurn 
expenditure  in  the  first  two  years  of  the  war,  followed  by  a  sub- 
stantial increase  toward  the  end  of  the  decade. 

Expenditure  on  the  High  Commissioner  ajjd  Trades  Commissioner.*! 
Service.  1911-12.  1913-14.  1915-16.1917-18.     1919-20. 

£  £  £  £  £ 


High  Commissioner     ... 
Trades  Commissioner  ... 

31,167 

24,251 
3,450 

22,784 
2,879 

30,034      54,761 

Total           

31,167 

27,701 

25,663 

30,034      54,761 

29  Appropriation  Accounts,   1919-20. 

30  O.Y.B.  1919,  p.  105. 

31 

1920 

O.Y.B. 

1918,   p. 

690,   and  O.Y.B. 
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Summary  of  Constitutional  Expenditure. 


Fiscal  Year. 

Total 
Constitutional 
Expenditure. 

Expenditure  per 

capita  of  White 

Population. 

Expenditiu-e  per 

capita  of  Total 

Population. 

1911-12 

£ 
1,085,617 

£    s.    d. 
0  16  11 

.s.  d. 
3     7 

1913-14 

1,099,436 

0  16     6 

3     6 

1915-16 

1,080,705 

0  15     8 

3     4 

1917-18 

1,227,015 

0  17     0 

3     7 

1919-20 

1,809,510 

1     4     6 

5     I 

(2)  Financial  Administration. 

The  Department  of  Finance  is  placed,  under  the  control  of  the 
Minister  of  Finance,  who  is  responsible  to  Parliament.  The  Sec- 
retary for  Finance  is  the  permanent  head  of  the  Department,  the 
functions  of  which  permit  of  the  following  sub-division  :  (1)  the 
Treasury,  (2)  the  department  of  Inland  Revenue,  (3)  the  depart- 
ment of  Customs  and  Excise,  and  (4)  the  department  of  the  Con- 
troller and  Auditor-General. 

The  general  control  of  the  finances  of  the  Union  (excepting  the 
finances  of  the  Railway  and  Harbour  Administration)  is  vested  in 
the  Treasury.  It  is  charged  with  the  performance  of  all  duties 
relating  to  appropriation  and  supply  (except  for  the  services  of 
the  Railway  and  Harbour  Administration),  with  the  regulation 
of  the  financial  relations  between  the  Union  Government  and  the 
Provincial  Administrations,  the  raising  and  management  of  loans, 
the  payment  of  pensions  and  gratuities,  the  supervision  of  banking 
institutions  and  the  regulation  of  the  currency. 

The  department  of  Inland  Revenue  is  concerned  with  the  im- 
position, assessment  and  collection  of  revenues  other  than  customs 
and  excise,  these  being  assigned  to  the  department  of  Customs  and 
Excise,  which  is  also  charged  with  the  registration  of  shipping 
and  the  protection  of  the  public  from  adulterated  food  and  drink 
in  respect  of  imported  goods. ^' 

The  department  of  the  Controller  and  Auditor-General  exercises 
control  over  the  issues  from  the  Exchequer.  It  is  also  entrusted 
with  the  audit  of  the  public  accounts,  including  those  of  the  Railway 
and  Harbour  Administration,  and  with  the  preparation  of  a  report, 
to  Parliament  on  the  results  of  the  audit.  The  office  of  Controller 
and  Auditor-General  was  created  by  the  .  Union  Constitution.^^ 
Under  this  heading  is  included  the  expenditure  for  the  audit  of 
provincial   accounts,    for   which   likewise   provision   is   specifically 

O.Y.B.  1919,  p.  105.  33  S.A.  Act,  sec.  132. 
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made  in  the  South  Africa  Act.^^  In  each  Province  there  is  an  auditor 
of  accounts  appointed  and  paid  by  the  Union  Government. 

A  tabular  presentation  of  the  financial  expenditures  will  serve 
to  illustrate  a  combination  of  the  various  tendencies  in  South 
African  finance  during  the  period  under  consideration. 

EXPENDITtTRES   ON   THE    FINANCIAL   ADMINISTRATION.  55 

1911-12.  1913-14.  1915-16.  1917-18.1919-20. 
£.££££ 

Treasury             47,643      43,370  39,532  38,503      52,927 

Inland  Revenue           35,077      27,705  39,482  53,968      82,541 

Cxistoms  and  Excise 158,252    145,274  138,082  146,604    183,375 

Auditor-General            52,939      46,276  38,529  52,710      62,611 

Provincial  Audit          2,269        2,368  1,585  2,603        3,132 


Total  296,180    264,903    257,210    294,388    384,586 


In  the  first  place,  the  expenditure  in  connection  with  the  depart- 
ment of  inland  Revenue  shows  an  almost  continuous  increase. 
This  is  attributable  to  the  extension  of  the  activities  of  the  depart- 
ment on  account  of  increased  taxation,  which  was  occasioned  by 
the  prevalence  of  war  conditions.  Income  taxation  was  introduced 
in  1914^^  and  was  considerably  extended  in  subsequent  years  in 
accordance  u4th  the  intensity  of  the  need  for  additional  revenue. 
In  1917  the  Income  Tax  Consolidation  Act"'  was  passed,  providing 
for  the  imposition  of  four  taxes  :  Normal  tax,  super  tax.  Dividend 
tax  and  Excess  Profits  tax.  In  addition,  a  duty  on  the  export  of 
diamonds  was  imposed  in  1916^^,  and  two  special  war  levies  of 
£500,000  each  were  made  on  the  gold  mines  in  1915  and  1916.^^ 
In  order  to  cope  with  the  additional  demands  on  the  Internal 
Revenue  department,  the  permanent  staff  was  increased  from  CO 
in  1914  to  127  in  1918  ;  and,  moreover,  the  latter  year  witnessed 
83  temporar}'^  assistants  on  the  pay-roll  of  the  department.^'''  As 
a  result  of  this  the  expenditure  increased  over  130  per  cent,  between 
1911-12  and  1919-20. 

As  regards  the  Treasury,  the  department  of  Customs  and  Excise 
and  the  department  of  the  Controller  and  Auditor-General,  the 
expenditures  present  a  decrease  at  the  beginning  of  the  war  period 
in  consequence  of  a  policy  of  retrenchment  wherever  possible, 
followed  by  an  increase  toward  the  end  of  the  period  in  view  of 

34  Ihid,  sec.  92.  J7  Act  41  of  1917. 

35  O.Y.B.  1918,  p.  689,  and  Quarterly  38  Act  36  of   1916. 

Abstract  of  Union  Statistics,  Oct.  1920,  3.9  Acts  24  of  1915  and  34  of  1916. 

P-  77.  40  O.Y.B.  1919,  p.  HI. 

36  Act  28  of  1914. 
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war  bonuses  to  civil  servants,  an  increase  which  was  even  accen- 
tuated after  the  cessation  of  hostilities  on  account  of  the  further 
enhancement  of  the  cost  of  living  and  a  general  rise  in  the  salaries 
of  pubHc  officials.  In  all  three  departments  con'cerned  the  expendi- 
tures for  the  financial  year  1917-18  were  still  sHghtly  lower  than 
those  for  1911-12.  Until  1918  the  war  bonus  facilities  apphed 
merely  to  married  men  in  receipt  of  a  salary  of  less  than  £360  per 
annum,  and  consequently  did  not  constitute  a  heavy  burden  on 
revenue,  especially  as  the  amount  of  the  war  bonus  was  only  £30 
per  year.  Toward  the  end  of  1918,  however,  the  war  bonus  was 
extended  to  unmarried  officials  as  well  as  to  those  whose  emoluments 
exceeded  £360  per  annum,  and  a  sliding  scale  was  adopted,  the 
amount  of  the  bonus  rising  in  proportion  to  the  amount  of  the 
salary.  This  new  regulation  entailed  a  substantial  increase  in 
expenditures  in  1918-19,  an  increase  of  about  14  per  cent,  over 
those  of  the  preceding  year.  In  1919,  as  a  result  of  the  recommen- 
dations of  the  Public  Service  Commission  of  Inquiry  which  was 
appointed  by  the  Union  Government  for  the  purpose  of  investigating 
the  claims  of  the  civil  servants  for  higher  salaries,  a  general  increase 
in  salaries  was  granted,  whicli  likewise  represented  a  heavy  drain 
on  revenue,  causing  another  increase  of  about  14  per  cent,  in  the 
expenditures  of  the  various  sub-departments  of  the  department  of 
Finance. 

Taking  the  Department  of  Finance  as  a  whole,  the  period  from 
1911-12  to  1919-20  registers  an  increase  of  about  30  per  cent. — from 
£296,180  to  £384,586.  The  lowest  point  is  represented  by  the 
first  year  of  the  war,  1914-15,  when  the  expenditure  had  declined 
to  £253,061.  Regarding  the  white  population  as  a  justifiable  basis 
for  a  per  capita  computation  in  this  case,  there  has  been  a  per 
capita  increase  of  13  per  cent,  as  contrasted  with  a  total  increase 
of  30  per  cent.  As  to  the  total  population,  the  per  capita  increase 
was  merely  11  per  cent. 

Per  Capita  Expknditure. 

Expenditure  per  capita  Expenditure  per  capita 

Fiscal  Year.                      of  Wliite  Population.  of  Total  Population. 

s.  d.  s.  d. 

1911-12            4     7  0  11.8 

1915-16           .3     9  0     9 

1919-20           5     2  11 

(3)  Public  Works  and  Buildings. 

The  Department  of  Public  Works  is  charged  with  the  erection, 
equipment  and  maintenance  of  pubhc  offices  and  institutions  for 
the  Union  and  various  provincial  purposes,  the  erection  of  pro- 
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vincial  and  inter-provincial  bridges,  the  provision  of  accommodation 
and  other  services  for  all  departments  throughout  the  Union,  and 
the  administration  of  Government  property  in  urban  areas.  It  is 
represented  in  Parliament  by  the  Minister  of  Public  Works  and 
has,  as  its  permanent  head,  the  Secretary  for  Public  Works.  As 
regards  technical  experts,  the  departmental  staff  includes  ten 
district  engineers,  stationed  at  the  important  centres,  and  an 
electrical  engineer.^^ 

The  relation  between  the  central  and  the  provincial  governments 
in  respect  of  this  sphere  of  activity  was  clearly  defined  in  the  Union 
Constitution.  The  Provincial  Administrations  were  entrusted  with 
"  local  pubhc  works,  with  the  exception  of  railroads,  ports,  harbours 
and  other  works  which  extend  beyond  the  borders  of  the  province, 
subject  to  the  power  of  ParHament  to  declare  such  works  national," 
and  with  "roads  and  bridges, except  when  uniting  two  provinces".**' 
In  other  words,  the  jurisdiction  of  the  Provincial  Governments 
was  confined  to  purely  local  works  and  provincial  roads  and  bridges, 
whereas  inter-provincial  roads  and  bridges  and  all  institutions  of 
a  national  character  were  assigned  to  the  Union  Government. 

The  policy  of  both  the  central  and  the  local  governments  was 
to  make  substantial  appropriations  every  year  from  revenue  for 
the  erection  of  new  works,  buildings,  roads  and  bridges.  The 
advent  of  the  war,  however,  obliged  the  authorities  to  resort  to 
retrenchment  in  the  matter  of  public  works  and  buildings,  not 
only  with  reference  to  appropriations  from  revenue  but  also  from 
loan  funds. 

The  central  and  provincial  exj)enditures  from  revenue  on  public 
works  and  buildings  are  presented  in  the  following  table  : — *^ 


Head  of  Expenditure. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

Administration,  Engineering 

and 

£ 

£ 

£ 

£ 

£ 

Architects'  Staff 

196,217 

232,517 

179,372 

197,589 

295,266 

Rents,  Rates,  Insurance,  Water 

and  Light     ... 

257,569 

274,859 

284,402 

176,362 

200,364 

New  Works  and  Buildings 

570,234 

282,585 

48,44] 

58,882 

79,175 

Maintenance      of      Works 

and 

Buildings 

201,736 

200,044 

135,410 

146,887 

176,212 

New  Roads 

89,510 

146,286 

62,395 

99,389 

131,802 

Maintenance  of  Roads  . . . 

268,361 

328,738 

272,513 

308,285 

448,538 

New  Bridges 

64,118 

6,689 

5,806 

2,080 

4,165 

Maintenance  of  Bridges 

7,971 

24,535 

12,640 

13,391 

14,158 

Miscellaneous 

833 

4,296 

6,856 

26,882 

224,818 

Total 

1,656,549 

1,518,549 

1,007,835 

1,029,747 

1,574,498 

«  O.Y.B.   1918,  p.   105. 

«  O.Y.B 

i.  1918,  np 

.  696  and  709,  and 

•'s  S.A.  Act,  sec.  85. 

( 

O.Y.B.   1920. 
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Most  of  the  items  of  expenditure  in  the  aforegoing  table  were 
subject  to  reduction  in  the  first  few  years  of  the  war.  The  most 
notable  decreases  are  encountered  in  the  case  of  the  construction 
of  new  works,  buildings  and  roads,  in  respect  of  which  the  expendi- 
ture declined  from  £453,560  in  1913-14  to  £271,244  in  1914-15 
and  £110,836  in  1915-16,  as  well  as  in  that  of  the  maintenance  of 
works,  buildings  and  roads,  the  expenditure  on  which  dechned 
from  £528,782  in  1913-14  to  £384,590  in  1914-15  and  £407,923  in 
1915-16.  In  the  matter  of  inter-provincial  roads  and  bridges  the 
expenditure  was  virtually  negligible  after  1914.  The  total  ex- 
penditure from  revenue  showed  a  decrease  of  over  30  per  cent,  in 
1915-16  as  compared  with  the  expenditure  in  1913-14,  which 
represents  quite  a  substantial  retrenchment.  Toward  the  end  of 
the  decade  the  expenditure  was  enhanced  by  the  increased  cost 
of  Hving  and  of  materials,  but  in  spite  of  the  depreciation  in  the 
purchasing  power  of  money  the  expenditure  for  1919-20  was 
practically  on  a  par  with  that  of  1913-14. 

The  capital  outlay,  on  the  other  hand,  was  not  subject  to  any 
considerable  reduction  at  the  beginning  of  the  war,  as  revealed 
in  the  following  table  :— 

Capital  Expenditure   (Union   and   Provincial)   on   Public   Works   and 

Buildings.'''' 


Fiscal  Year. 

1911-12  ... 
1912-13  ... 
1913-14  ... 
1914-15  ... 
1915-16  ... 
1916-17  ... 
1917-18  ... 
1918-19  ... 
1919-20  ... 


Total  Expenditure. 
£ 

653,011 

575,168 

638,968 

737,995 

677,095 

578,488 

731,890 
1,118,908 
1,181,335 


£6,892,858 


The  expenditure  from  revenue  on  the  construction  of  new  works, 
buildings,  roads  and  bridges  represented  a  considerable  sum,  amount- 
ing in  1911-12  to  £723,862  and  in  1912-13  to  £1,078,726.  The 
prevalence  of  war  conditions  and  the  need  for  retrenchment  brought 
it  down  to  £116,642  in  1915-16,  a  very  striking  contrast  to  the 
expenditure  of  1912-13. 

As  regards  the  construction  of  roads  the  Orange  Free  State  is 
the  only  province  that  has  incurred  capital  expenditure  in  respect 

«  O.Y.B.    1918,   p.   716,   and  O.Y.B.   1920. 
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thereof,  and  that  is  comparatively  insignificant,  amounting  merely 
to  £139,561''  from  April  1,  1913,  to  March  31,  1918.  This  is  to  be 
accounted  for  by  the  provisions  of  the  Financial  Relations  Act  of 
1913  for  loans  to  the  provinces  by  the  Treasury  in  respect  of  capital 
or  non-recurrent  expenditure,  such  expenditure  being  defined  as 
"  expenditure  upon  the  erection,  construction,  acquisition,  extension 
or  improvement  of  any  building,  bridge,  pont,  or  upon  any  work 
or  undertaking  of  a  permanent  nature  in  relation  to  a  matter 
entrusted  to  the  province,  but  not  expenditure  upon  the  construction 
of  a  road,  unless  authorised  by  the  Treasury  in  special  cases."*** 
This  restriction  has  proved  to  be  effective,  the  Orange  Free  State 
being  the  only  province  which,  during  the  period  under  considera- 
tion, had  occasion  to  resort  to  capital  expenditure  in  regard  to 
the  construction  of  roads  ;  and  during  the  five-year  period  from 
April  1,  1913,  to  March  31,  1918,  such  expenditure  constituted 
more  than  one-third  of  the  total  capital  expenditure  of  that  province, 
namely,  £139,561  out  of  £392,325.''^ 

The  Financial  Relations  Act  contains  further  provisions  in  respect 
of  the  capital  expenditure  of  the  provinces,  namely,  that  if  the 
expenditure  upon  any  building  or  extension  thereof  does  not  exceed 
£500,  or  if  the  expenditure  upon  any  bridge,  pont  or  other  such 
work  or  undertaking  does  not  exceed  £1,500  such  expenditure  is 
deemed  to  be  normal  or  recurrent  expenditure,  except  by  provision 
of  the  Executive  Committee  of  a  province  with  the  approval  of 
the  Union  Treasury.'**' 

The  per  capita  expenditure  from  revenue  on  pubhc  works  and 
buildings,  with  regard  to  the  white  population,  declined  from 
£1  5s.  lOd.  in  1911-12  to  £1  Is.  3d.  in  1919-20,  a  decrease  of  18 
per  cent,  as  compared  with  an  absolute  decrease  of  5  per  cent. 

Per  Capita  Expenditure  from  Revenue. 

Expenditure  per  capita  of     Expenditure  per  capita  of 
Fiscal  Year.  White  Population.  Total  Population. 

1911-12 1     5  10  5     6 

1915-16 0  14     7  3     1 

1919-20 113  4     5 


45  O.Y.B.   1919,  p.  875.  47  O.Y.B.   1919,  p.  875. 

46  Act  10  of  1913,  sec.  6. 


CHAPTER  2. 

National  Defence. — Justice. 

(1)  National  Defence. 

The  military  expenditures  of  the  Union,  during  the  decade  under 
consideration,  permit  of  sub-division  into  two  distinct  categories  : 

(a)  the  expenditure  in  respect  of  the  ordinary  peace  estabhshment, 
covering  the  period  from  the  inception  of  the  Union  (May  31,  1910) 
to  the  declaration  of  war  by  Great  Britain  (August  4,  1914),  and 

(b)  the  war  expenditures,  which  extend  into  1920. 

The  naval  expenditures,  on  the  other  hand,  consist  merely  of 
an  annual  contribution  of  £85,000  to  the  British  Navy. 

The  military  and  naval  expenditures  fall  within  the  jurisdiction 
of  the  Union  Department  of  Defence,  which  is  represented  in 
ParUament  by  the  Minister  of  Defence.  The  Secretary  for  Defence 
is  the  permanent  head  of  the  department.  The  defence  system 
of  the  Union  was  instituted  by  the  Defence  Act^  of  1912,  which 
stipulates  that  every  citizen  of  European  descent  is  liable,  between 
his  seventeenth  and  his  sixtieth  year,  to  render  in  time  of  war 
personal  service  in  defence  of  the  country  in  any  j)art  of  South 
Africa  within  or  without  the  Union"  ;  and,  further,  that  every 
citizen  of  sound  physique  between  the  ages  of  seventeen  and  twenty- 
five  is  liable  to  undergo  a  course  of  peace  training  for  four  years. ^ 

Prior  to  the  inauguration  of  this  system,  the  defence  estabhsh- 
ment of  the  Union  was  composed  merely  of  the  District  Head- 
quarters Staffs  and  the  Cape  Mounted  Riflemen,  comprising  a  joint 
force  of  about  1,000  men  and  representing  the  permanent  and 
professional  element,  and  the  Mihtia  and  Volunteer  Corps  which 
was  taken  over  from  the  four  Colonies  by  the  Union.* 

The  administration  of  the  Union  Defence  Force  is  vested  in  a 
Council  of  Defence,  a  headquarter  staff,  and  instructional  and 
administrative  staffs  for  the  fifteen  military  districts  of  the  Union.' 
The  Union  Defence  Force  is  of  the  nature  of  a  militia  and  is  consti- 
tuted as  follows  :  (1)  the  Permanent  Force,  consisting  of  five  regi- 
ments of  South  African  Mounted  Riflemen  equipped  with  batteries 
of  artillery,  and  forming  the  first  line  of  defence,  and  acting  in 


lAct  13  of  1912.  4  Worsfold:     Union  of  S.A.,  p.   444. 

2  Ibid.  sec.   1.  5  Act    13   of   1912.   sees.    29   and   30. 

5  Ibiti,  sec.  2. 
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time  of  peace  as  a  police  force  throughout  large  portions  of  the 
Union® ;  (2)  the  Coast  Garrison  Force,  consisting  of  the  South 
African  Garrison  Artillery  and  the  Coast  Defence  Corps,  the  mem- 
bers of  which  are  voluntarily  enrolled  and  are  paid  for  the  attend- 
ance of  drills'  ;  (3)  the  Ciiize7i  Force,  composed  of  all  persons  hable 
to  render  personal  service  in  time  of  war  (other  than  members  of 
the  forces  mentioned)  and  comprising  three  divisions,  the  Active 
Citizen  Force,  the  Citizen  Force  Reserve,  and  the  National  Reserve.^ 
The  Active  Citizen  Force  consists  of  men  who  are  undergoing  peace 
training  for  four  years  between  the  ages  of  seventeen  and  twenty- 
five.''  The  Citizen  Force  Reserve  is  divided  into  two  classes,  A 
and  B,  class  A  being  composed  of  men  who  have  undergone  peace 
training  and  are  not  over  45  years  of  age,  and  class  B  of  men  who 
are  serving  or  have  served  in  Rifle  Associations  and  who  are  not 
over  45  years  of  age.^**  The  National  Reserve  embraces  all  citizens 
between  the  ages  of  17  and  60  years  who  are  not  serving  in  any 
other  portion  of  the  Defence  Force. ^^ 

The  expenditures  in  respect  of  the  peace  establishment  of  the 
Union  were  as  follows  :^^ 


Expenditure 

Expenditure  per 

Expenditure  per 

on  Peace 

capita  of  White 

capita  of  total 

Period. 

Establishment. 

Population. 

Population. 

£ 

8.  d. 

8.  d. 

May  31,  1910, 

to  Mar. 

31,  1911 

361,151 

— 

— 

1911-12 

456,707 

7     2 

1     6 

1912-13 

787,365 

12     0 

2     7 

1913-14 

1,279,567 

19     3 

4     2 

April  1,  1914, 

to  Aug. 

4,  1914 

454,839 

— 

— 

The  financial  year  1912-13  shows  a  considerable  increase  in 
expenditure  over  that  of  the  preceding  year  due  to  the  coming  into 
effect  of  the  Defence  Act  of  1912,  and  in  1913-14  there  was  a  further 
increase  as  a  result  of  the  ex23ansion  of  the  activities  of  the  Defence 
Department.  The  Defence  Force  system  occasioned  an  increase 
of  almost  200  per  cent,  in  the  normal  military  expenditures  in 
1913-14  as  compared  with  those  in  1911-12. 

Upon  the  declaration  of  war  the  defence  organization  was  placed 
on  a  war  basis.  The  requirements  of  registration  and  training  in 
respect  of  all  citizens  between  the  ages  of   17  and  25  were  tem- 


6  Ibid,  sees.   1 1  and   1 2. 

T  Ibid,  sec.   13. 

^  Ibid,  sec.    16. 

^Ibid,  sec.    17. 


10  Ibid,  sec.  20. 
n  Ibid.  sec.  21. 
izS.y.B.    1914-15,  p.   2.30. 
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porarily  suspended,  and  certain  divisions  of  the  organized  Defence 
Force  were  called  out  on  duty  in  order  to  release  the  Imperial  troops 
from  service  abroad.  In  September,  1914,  a  special  session  of 
Parliament  was  convened,  and  it  was  resolved  to  undertake  the 
conquest  of  German  South-West  Africa.  As  a  result  of  this  reso- 
lution of  Parliament  General  Beyers,  the  Commander-in-Chief  of 
the  Union,  tendered  his  resignation  in  protest  against  the  projected 
mihtary  policy  of  the  Government.  This  course  of  action  served 
to  stimulate  certain  sections  of  the  population  in  the  Orange  Free 
State  and  in  the  Transvaal  (the  former  Boer  Republics)  to  organize 
an  armed  protest,  as  the  military  authorities  had  initiated  a  policy 
of  commandeering  the  farmers  for  active  service  in  German  South- 
West  Africa  in  view  of  the  physical  difficulties  which  were  likely 
to  be  encountered  in  such  a  sparsely-populated  and  desert-like 
territory,  and  of  the  superior  ability  of  the  rural  inhabitants  to 
endure  the  probable  hardships.  The  armed  protest  developed 
into  a  rebellion,  and  civil  war  raged  for  two  months,  the  rebellion 
being  virtuallj^  suppressed  in  December,  1914. 

Immediately  after  the  conclusion  of  domestic  hostilities,  the 
German  South-West  African  campaign  was  undertaken  in  earnest 
and  was  financed  entirely  by  the  Union  Government.  The  conquest 
was  completed  by  the  beginning  of  July,  1915,  when  the  German 
troops  surrendered.  The  territory  was  proclaimed  a  military 
protectorate,  and  the  administration  and  garrisoning  thereof  was 
undertaken  by  the  Union  Government: 

Toward  the  end  of  1915  the  Union  Government  proposed  to  raise 
voluntary  contingents  for  service  in  Europe,  called  "  Imperial 
Service  Contingents."  These  contingents  were  to  be  maintained 
by  the  British  Government,  and  the  Union  Government  offered  to 
contribute  towards  the  cost  of  maintenance.  In  the  beginning 
of  1916  General  Smuts  was  placed  in  supreme  command  of  the 
British  troops  engaged  in  the  campaign  against  German  East 
Africa.  The  Union  Government  assumed  the  task  of  securing 
recruits  for  the  purpose  of  reinforcing  the  army  operating  in  that 
region,  as  such  was  wholly  insufficient.  The  cost  was  to  be  borne 
by  the  Imperial  Treasury,  but  the  Union  Government  proposed 
to  pay  the  difference  between  the  Imperial  rates  of  pay  and  allow- 
ances for  Union  contingents  in  Central  and  East  Africa  and  those 
prevaihng  in  the  Union  Active  Citizen  Force, 

In  addition,  expenditures  were  incurred  in  connection  with  the 
internment  camps  at  Pietermaritzburg  and  in  respect  of  compen- 
sation for  rebellion  losses. 
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The  war  expenditures  of  the  Union  may  accordingly  be  classified 
under  five  heads  :  (1)  direct  war  expenditure  ;  (2)  expenditure 
with  regard  to  the  administration  and  garrisoning  of  the  South-West 
Africa  MiUtary  Protectorate  ;  (3)  mihtary  pensions  ;  (4)  cost  of 
maintenance  of  internment  camps  ;  and  (5)  compensation  for 
rebellion  losses. 

The  direct  war  expenditure  includes  all  expenditures  incurred 
in  connection  with  the  South  African  rebellion,  the  German  South- 
West  African  campaign,  the  contributions  of  the  Union  Government 
towards  the  cost  of  Imperial  Service  Contingents  raised  in  the 
Union,  and  the  appropriations  for  the  additional  remuneration  of 
Union  forces  engaged  in  Imperial  military  service  in  Central  and 
East  Africa.  These  expenditures  constitute  the  overwhelming 
proportion  of  general  war  expenditures  and  v/ere  estimated  to 
amount  to  £35,694,000^^  on  the  31st  March,  1920. 

As  regards  the  administration  and  garrisoning  of  the  South- West 
Africa  MiUtary  Protectorate,  the  total  expenditure  (after  deducting 
revenue)  was  estimated  to  comprise  £2,205,950'^  by  March  31, 
1920.  An  analysis  of  the  expenditure  in  this  connection  during 
the  financial  year  1916-17  will  serve  to  indicate  the  range  of  govern- 
mental activities  in  that  territory  : — ^^ 

Service.  Expenditure. 

f 
(a)  Administration  ...  ...  ...  ...  ...  ...  21,843 


(b)  Garrison 

(c)  Public  Works  and  Irrigation 

(d)  Posts,  Telegraphs  and  Telephones 

(e)  Miscellaneous 


596,982 
41,271 
23,852 
60,444 


Total  £744,392 


'^Military  Pensions. — Prior  to  the  recent  European  war  military 
pensions  represented  an  insignificant  item  of  expenditure,  the 
number  of  persons  in  receipt  of  pensions  in  respect  of  former  wars 
being  relatively  small.  Even  the  first  few  years  of  the  war  did 
not  appreciably  affect  the  amount  of  such  expenditure.  It  was 
not  until  1918  that  military  pensions  commenced  to  assume  impor- 
tant dimensions,  the  years  1919  and  1920  witnessing  further  accen- 
tuations of  this  problem. 

In  1916  the  first  War  Special  Pensions  Act^^  was  passed,  with  a 
view  to  making  special  provision  for  the  payment  of  pensionable 

li  Half-yearly     Abstract    of    Union  15  Appropriation  Accounts,  1916-17. 

Statistics,  June   1919,  p.  80.  16  Act  29  of   1916. 

w  Ibid. 
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benefits  or  awards  to  persons  who  had  sustained  wounds  or  injury 
or  who  had  contracted  disease  or  suffered  permanent  ill-health 
while  on  active  service  in  any  of  His  Majesty's  Forces,  and  to 
the  dependents  of  persons  who  had  been  killed  or  who  had  died 
from  wounds  or  injury  received  or  disease  or  illness  contracted 
while  on  active  service.  Further  Acts  were  passed  in  1917,  1918 
and  1919,  the  War  Special  Pensions  Act  of  1919'^  being  the  most 
important  legislative  enactment  in  regard  to  military  pensions. 

The  provisions  of  this  Act  are  sub-divided  under  five  headings  : 
(1)  Compe-nsatioji  for  disahlement,  the  pension  being  based,  either 
on  the  degree  of  general  physical  disablement  or  on  the  loss  of 
earning  capacity^^ ;  (2)  compensation  in  resjyect  of  deceased  soldiers, 
the  widow  of  a  deceased  soldier  receiving  a  pension,  together  with 
an  allowance  in  respect  of  each  child  maintained  by  her^^  ;  (3) 
compensation  in  respect  of  Government  servants,  who  receive  the  civil 
pension  in  addition  to  the  military  pension  ;  ^^  (4)  compensation  to 
disabled  nurses  ;  (5)  compensation  in  respect  of  military  service  in 
previous  South  African  wars. 

The  following  table  clearly  illustrates  the  movement  of  the 
expenditure  in  regard  to  military  pensions  and  gratuities,  showing 
the  varying  effects  of  the  four  legislative  measures  according  to 
the  intensity  of  the  pecuniary  provisions  and  the  scope  of  their 
appHcation. 


E 

xpenditiire 

on 

Expenditure  per 

Expenditure  per 

Fiscal  Year. 

Mil 

itary  Pensions.-^ 

capita  of  White 

capita  of  Total 

Population. 

Population. 

£ 

8.    d. 

s.  d. 

1911-12 

34,123 

0     6^ 

0     H 

1913-14 

29,199 

0     5 

0     1 

1915-16 

44,300 

0     7i 

0     1^ 

1917-18 

107,906 

1      6 

0     3.8 

1918-19 

290,444 

4     0 

0  10 

1919-20 

755,535 

10     0 

2     1 

The  War  Special  Pensions  Acts  of  1916  and  1917  occasioned 
large  relative  increases  in  expenditure,  but  it  was  left  to  the  Acts 
of  1918  and  1919  to  register  substantial  absolute  increases. 

In  respect  of  the  internment  camps,  an  official  estimate  presents 
the  total  expenditure  to  have  been  £817,171--  on  March  31,  1920. 


^Act  42  of  1919. 
^Ibid,  sec.  2. 
i3/6id,  sec.   16  (1). 
20  Ibid,  sec.  29. 


21  O.Y.B.  1918,  p.  691,  and  Appro- 
priation   Accounts,    1919-20. 

22  Half-yearly  Abstract  of  Union 
Statistics,  June  1919,  p.  80,  and  Appro- 
priation   Accounts,     1919-20. 
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The  compensation  for  rebellion  losses  represented  an  expenditure 
of  £72,391.='' 

The  war  expenditures  of  the  Union  were  defrayed  mainly  from 
loan  funds,  the  annual  appropriations  from  revenue  being  the  mere 
equivalent  of  the  normal  expenditure  for  defence  purposes,  plus 
the  expenditure  on  military  pensions.  The  total  war  expenditures 
may  be  represented  in  tabular  form  as  follows  : — ^' 

From  From 

Fiscal  Period.            Revenue  Funds.  Loan  Fimds.  Total. 

Aug.  4,  1914— Mar.  31                    £  £  £ 

1915        939,461  9,258,959  10,198,420 


1915-16 
1916-17 
1917-18 
1918-19 
1919-20 


1,044,300  10,707,138  11,751,438 

1,347,658  2,670,058  4,017,716 

1,407,906  3,452,156  4,860,062 

1,590,444  3,213,785  4,804,229 

2,276,065  2,072,626  4,346,691 


rota!  ...  8,605,834  31,374,722  39,980,556 


The  foregoing  table  indicates  that  the  bulk  of  the  war  expenditure 
(56  per  cent.)  had  been  met  by  March,  1916.  The  major  portion 
of  this  expenditure  w^as  incurred  in  connection  with  the  campaign 
in  German  South-West  Africa,  which  was  successfully  terminated 
in  July,  1915.  The  result  was  that  at  a  comparatively  early  stage 
of  the  war  period  the  war  expenditures  had  occasioned  an  addition 
of  about  £1,000,000  to  the  annual  interest  charge,  which  again 
represented  an  increase  of  about  6  per  cent,  in  the  ordinary  ex- 
penditures of  the  Union  Government  (excluding  railways  and 
harbours)  for  the  year  1916-17.  By  March,  1920,  the  war  expendi- 
tures from  loan  funds  had  involved  an  annual  interest  charge  of 
about  £1,432,219,  which  is  practically  the  same  as  the  appropriation 
for  defence  from  revenue  funds  in  1919-20,  namely,  £1,520,530. 

The  interest  on  the  debt  contracted  on  account  of  the  war 
operations,  constituting  a  charge  against  revenue,  may  justifiably 
be  included  in  a  computation  of  the  w-ar  expenditures  defrayed  from 
revenue,  and  would  accordingly  increase  the  percentage  of  war 
expenditures  met  from  that  source.  However,  taking  into  con- 
sideration merely  the  specific  appropriations  from  revenue  for  war 
purposes,  it  will  be  found  that  21  per  cent,  of  the  total  war  expendi- 
ture was  defrayed  from  revenue  funds. 

The  per  capita  expenditure  in  respect  of  the  w^ar  operations  in 
which  the  Union  was  involved  (taking  the  total  expenditure  as 

22  Half-yearly  Abstract  of  Union  Statistics,  June  1919,  p.  80,  and  appropriation 
Accounts,  1919'-20. 
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on  March  31,  1920)  is  £27  for  the  white  population  and  £5  12s.  for 
the  total  population. 
(2)  Justice. 

A.  Departmental  Administration.— On  the  estabhshment  of  the 
Union  a  Ministry  of  Justice  was  created  in  substitution  for  the 
practice  previously  in  force  in  each  of  the  Colonies,  under  which 
the  Attorney-General  had  been  a  member  of  the  Ministry  and 
had  assumed  ministerial  responsibihty  for  the  Law  Department  of 
the  Colony.  In  accordance  with  the  provisions  of  the  South  Africa 
Act^^  the  administration  of  justice  thi'oughout  the  Union  was 
placed  under  the  control  of  the  Minister  of  Justice.  An  exception 
was,  however,  made  in  regard  to  powers,  authorities  and  functions 
relating  to  the  prosecution  of  crimes  and  offences,  which  were 
vested  in  an  attorney-general  for  each  province.  These  attorneys- 
general  are  members  of  the  public  service  of  the  Union  and  are 
appointed  by  the  Union  Government. 

The  expenditure  in  respect  of  departmental  administration 
includes  that  relating  to  the  conduct  of  government  litigation, 
the  drafting  of  government  bills  and  pubHcation  of  statutes  and 
statutory  regulations,  and  the  granting  of  legal  advice  to  Govern- 
ment departments. 

Expenditure  on  Depabtmental  Administbation.^^ 


Expenditure  per 

Expenditure  per 

Total 

capita  of  White 

capita  of  Total 

Fiscal  Year. 

Expenditvire. 

Population. 

Population. 

£ 

8.   d. 

d. 

1911-12           

60,263 

0  11.3 

2.4 

1913-14           

68,146 

1     0 

2.6 

1915-16           

69,108 

1     0 

2.5 

1917-18 

66,660 

0  11.2 

2.3 

1919-20           

69,896 

0  11.3 

2.3 

This  item  of  expenditure  has  been  comparatively  stationary,  the 
variations  from  year  to  year  having  been  very  sUght,  especially 
after  1913-14. 

B.  Superior  Courts. — Prior  to  the  inauguration  of  the  Union, 
the  administration  of  justice  in  each  Colony  was  entrusted  to  a 
Supreme  Court,  the  powers  and  authorities  whereof  were  defined 
by  statute.  Within  the  Hmits  of  the  Colony,  each  Supreme  Court 
had  full  jurisdiction,  subject  to  appeal  in  the  last  resort  to  the 
Judicial  Committee  of  the  Privy  Council  in  England. 


23  Sec.   139. 
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The  South  Africa  Act  created  one  Supreme  Court  for  the  whole 
Union,  consisting  of  the  Chief  Justice  of  South  Africa,  the  ordinary 
judges  of  appeal,  and  the  other  judges  of  the  various  divisions 
of  the  Supreme  Court  of  South  Africa  in  the  Provinces.  An  Appeal 
Court  was  also  instituted,  known  as  the  Appellate  Division  of  the 
Supreme  Court  of  South  Africa,  composed  of  the  Chief  Justice, 
the  two  ordinary  judges  of  appeal,  and  two  additional  judges  of 
appeal  who  are  assigned  to  the  Appellate  Division  by  the  Union 
Government  from  the  provincial  divisions  of  the  Supreme  Court.^^ 

At  the  establishment  of  the  Union  the  respective  Supreme  Courts 
of  the  constituent  Colonies  became  Provincial  Divisions  of  the 
Supreme  Court  of  South  Africa,  each  for  its  Province,  the  presiding 
judge  in  each  such  division  being  styled  the  Judge-President. 

Each  Province  is  divided  into  circuit  districts,  and  Circuit  Courts 
are  held  by  a  judge  twice  a  year  in  each  district. 

Thus  the  sj'^stem  of  administration  of  justice  in  Superior  Courts 
in  South  Africa  comprises  the  following  judicial  institutions  : — 

(1)  Court  of  Appeal ; 

(2)  Provincial  Divisions  of  the  Supreme  Court  at  Cape  Town» 

Pretoria,  Pietermaritzburg  and  Bloemfontein,  and  Local 
Divisions  in  the  tliree  chief  industrial  centres,  the  Rand, 
Kimberley,  and  the  Eastern  Districts  of  the  Cape  Province  ; 

(3)  Circuit  Courts  held  by  the  Provincial  Divisions  in  the  smaller 

towns  of  the  four  Provinces. 

Expenditure  on  Sttperior  Courts,  ^s 


Expenditure  per 

Expenditure  per 

Total 

capita  of  White 

capita  of  Total 

Fiscal  Year. 

Expenditure. 

Population. 

Population. 

£ 

s.  d. 

d. 

1911-12 

203,739 

3     2 

8 

1913-14 

199,539 

3     0 

7.6 

1915-16 

180,736 

2     7 

6.6 

1917-18 

179,788 

2     6 

6.3 

1919-20 

209,046 

2  10 

7 

The  expenditure  on  Superior  Courts  has  also  been  fairly  stationary, 
the  difference  between  the  disbursements  in  1911-12  and  1919-20 
being  insignificant.  The  policy  of  economy  induced  by  the  war 
was  applied  with  success  in  respect  of  this  item  of  expenditure, 
the  amount  in  1917-18  being  less  than  that  in  1913-14  by  about 
10  per  cent.     The  rise  in  the  cost  of  living,  however,  necessitated 


Z5S.A.  Act,  sees.  95-96. 
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an  increase  in  emoluments,  with  the  result  that  the  expenditure 
in  1919-20  surpassed  the  pre-war  level  by  a  small  margin. 

C.  Magistrates''  Courts  and  Offices. — These  are  the  lower  courts 
which  have  jurisdiction  in  the  magisterial  district  for  which  they 
are  created.  Prior  to  January  1,  1918.  the  jiu-isdiction  of  magis- 
trates' courts  was  determined  by  the  provisions  of  a  considerable 
number  of  statutes  passed  by  the  respective  legislatures  of  the 
Colonies  now  comprised  in  the  Union.  Subsequent  to  that  date 
it  had  been  governed  by  a  consolidating  and  amending  Act  (Magis- 
trates' Courts  Act)." 

In  addition  to  his  judicial  functions,  the  magistrate  acts  as  the 
local  representative  and  agent  of  the  Union  Government,  dealing 
with  such  matters  as  the  preparation  of  the  voters'  lists,  the 
keeping  of  the  civil  register,  supervision  of  tax  collection,  of  the 
military  organization  in  his  district,  etc.  In  short,  the  magistrate's 
office  is  a  composite  agency  undertaking  all  the  local  functions  of 
the  various  governmental  departments. 

EXPENDITUBE    ON    MAGISTRATES'    CoURTS    AND    OFFICES.^^ 


Expenditure  per 

Expenditure  per 

Total 

capita  of  White 

capita  of  Total 

Fiscal  Year. 

Expenditure. 

Population. 

Population. 

£ 

s.  d. 

s.  d. 

1911-12 

427,818 

6     8 

1     5 

1913-14 

440,675 

6     7^ 

1      4.9 

1915-16 

428,013 

.     6     21 

1      3.7 

1917-18 

433,139 

6     0.7 

1     3.2 

1919-20 

500,243 

6     9 

1      5 

In  respect  of  this  branch  of  expenditure  the  principle  of  economy 
was  capable  of  execution.  During  the  first  three  years  of  the  war 
the  expenditure  was  kept  below  the  level  of  1913-14,  but  the 
introduction  of  the  general  war  bonus  in  1918  and  the  rise  in 
salaries  and  wages  in  1919  occasioned  a  substantial  increase  during 
the  last  two  years  of  the  decade.  However,  during  the  period 
from  1911-12  to  1919-20  the  expenditure  on  magistrates'  courts 
and  offices  was  enhanced  merely  by  17  per  cent. 

D.  Police. — A  Chief  Commissioner  was  appointed  for  the  Union, 
with     administrative     headquarters     at     Pretoria.     The     various 
systems   and   methods   prevailing  prior   to   the   Union   were   con- 
solidated and  unified,   and  the  police  forces  of  the  Colonies  re- 
organized as  the  South  African  Police.     On  the  31st  of  May,  1910, 

27  Act  32  of  1917.  28  O.Y.B.   1918,  p.  691,  O.Y.B.   1919, 

p.    803    and    Appropriation    Accounts, 
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the  police  forces  of  the  Colonies  comprised  10,169  (6,232  Europeans 
and  3,937  natives,  coloured  and  Indians),  whereas  on  March  31^ 
1919,  these  had  dechned  to  7,505.^^ 

This  decrease  is  to  be  ascribed  to  three  factors  :  ( 1 )  retrenchment 
consequent  upon  the  establishment  of  the  Union  and  the  consoli- 
dation of  the  four  Colonial  forces  ;  (2)  the  Defence  Act^*^  of  1912 
provided  for  a  permanent  force,  consisting  of  five  regiments  of 
South  African  Mounted  Riflemen,  which  in  time  of  peace  acts  as 
a  police  force  throughout  large  portions  of  the  Union^^  ;  (3)  after 
the  outbreak  of  the  war  a  large  number  of  police  officers  enlisted 
from  time  to  time  and  the  vacancies  could  not  all  be  filled,  the 
number  of  resignations  exceeding  the  number  of  approved 
applications. 


EXPENDITUBE    ON    POLICE. ^^ 


Fiscal 
Year. 


1911-12 
1913-14 
1915-16 
1917-18 
1919-20 


Salaries, 
Wages  and 
Allowances. 

£ 
1,078,602 
884,601 
1,086,609 
1,215,259 
1,715,085 


Miscel- 
laneous Total 
Expenditure.  Expenditure. 


£ 
192,476 
210,986 
219,134 
284,615 
327,157 


£ 
1,271,078 
1,095,587 
1,305,743 
1,499,874 
2,042,242 


Expenditure 

per  capita 

of  White 

Population. 

£  8.  d. 
0  19  11 
0  16     6 

0  18  11 

1  0  11 
1     7     7 


Expenditure 

per  capita 

of  Total 

Population. 

s.  d. 

4  3 

3  6 

4  0 

4  4 

5  9 


The  diminution  of  the  police  force  occasioned  by  the  reorganiza- 
tion of  the  Colonial  forces  and  the  creation  of  a  permanent  military 
force  under  the  Minister  of  Defence  explains  the  decline  in  the 
expenditure  on  police  from  £1,271,078  in  1911-12  to  £1,095,587 
in  1913-14.  Subsequent  to  that  year  there  was  a  steady  increase, 
as  the  result  of,  first,  the  policy  of  regarding  poUce  officers  on 
active  service  as  being  on  leave  of  absence  and  granting  them 
half -pay  in  addition  to  paying  their  substitutes  ;  secondly,  the 
introduction  of  the  war  bonus  ;  and  finally,  the  increase  in  salaries 
and  wages.  In  consequence  of  the  operation  of  these  factors  the 
expenditure  on  poHce  was  subject  to  an  increase  of  60  per  cent, 
during  the  period  under  review. 

E.  Prisons  and  Reformatories. — The  administration  of  the  prisons 
of  the  Union  is  placed  under  the  Director  of  Prisons  in  the  Depart- 
ment of  Justice.     The  guiding  principles  of  the  Union  penal  system 


29  O.Y.B.  1919,  p. 
M  Act  13  of  1912. 
31  O.Y.B.  1918,  p. 
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are  to  rescue  the  child  from  criminal  environment  and  prevent 
it  from  becoming  a  criminal  ;  to  build  up  and  supplement  in  the 
criminal  the  elements  necessary  to  prevent  a  recurrence  of  crime, 
and,  if  all  else  fails,  by  means  of  the  indeterminate  sentence  to 
remove  the  habitual  criminal  from  society  and  prevent  his  remaining 
a  menace  to  it  ;  but  even  then  to  allow  him  an  opportunity  of 
self-redemption.  It  seeks  to  attain  these  objects  through  the 
instrumentality  of  government  industrial  schools  for  waif  and 
stray  children,  of  reformatories  for  children  who  have  committed 
crime,  and  of  various  penal  institutions  for  adults.  (The  factors 
operating  in  the  prison  for  the  purpose  of  reformation  are  religious 
and  moral  influences,  schooling,  drill  and  discipline,  the  training 
of  the  hand  and  the  eye,  and  sound  literature.) 

With  a  view  to  minimizing  the  dangers  of  a  sudden  release  the 
prison  farm  has  been  introduced,  where  the  prisoner  gradually 
accommodates  himself  to  the  conditions  of  outside  life.  As  regards 
the  native,  the  road  camp  has  been  created,  so  that  for  venial 
offences  against  the  pass  law,  the  tax  law,  or  the  masters  and 
servants  law,  he  goes  direct  from  court  to  camp  and  never  actually 
enters  a  gaol.^^  In  1918  there  were  9  convict  prisons,  185  gaols, 
7  reformatories,  3  road  camps,  2  farm  colonies  and  inebriate  re- 
formatories, 8  labour  outstations,  and  2  prison  farms. ^* 

There  has  been  a  steady  increase  in  the  expenditure  on  prisons 
and  reformatories  as  shown  in  the  following  table  : — ^' 

Service.  1911-12.     1913-14.     1915-16.     1917-18.     1919-20. 

£  £  £  f  £ 

Administration 12,354  14,158  15,549  14,212  18,492 

Prisons  and  Gaols  : 

Staff              289,769  297,331  305,462  328,595  470,930 

Inmates        134,703  150,939  138,672  147,523  172,678 

Reformatories     14,114  27,078  28,495  36,983  48,000 

Industrial  Schools          6,370  12,255  18,710  28,639  61,227 


Total  ...      457,310      501,761      506,888      555,952      771,327 


The  increase  of  70  per  cent,  in  the  expenditures  on  prisons  and 
reformatories,  during  the  period  under  review,  is  attributable  to 
the  war  bonus,  rise  in  salaries  and  wages,  increase  in  the  number 

WO.Y.B.  1918,  p.  348.  ?5  o.Y.B.  1918.  p.  691  and  O.Y.B. 

M  O.Y.B.  1918,  p.  348.  1919,  p.  848  and  O.Y.B.  1920. 
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of  penal  establishments  and  industrial  schools,  and  the  improve- 
ment of  housing  accommodation.  This  increase  was  continuous 
but  was  held  in  check  up  to  the  third  year  of  the  war. 

Pbb  Capita  ExPENDirtnaE. 

Expenditvire  per  capita  of     Expenditure  per  capita  of 

Fiscal  Year.                          White  Population.  Total  Population. 

8.  d.  8.  d. 

1911-12           7     2  '16 

1916-16           7     4  1     6i 

1919-20           10     5  2     2 


CHAPTER   3. 

Education.    Agriculture,    Promotion    and    Regulation    of 

Industry. 
(1)  Education. 

A.  Primary  and  Secondary  Education. — In  accordance  with  the 
provisions  of  the  South  Africa  Act, ^  for  a  period  of  five  years  (1910- 
15)  and  thereafter  until  otherwise  determined  by  Parhament, 
primary  and  secondary  education  was  placed  under  the  control  of 
the  Provincial  Administrations.  No  legislation  has  been  intro- 
duced to  alter  this  administrative  arrangement,  and  as  a  result 
each  Province  has  continued  to  follow  its  own  system  and  to  shape 
its  development  according  to  its  own  separate  policy.  Thus  four 
systems  of  state  or  state-aided  education  prevail,  which  though 
akin  in  some  respects  are  entirely  dissimilar  in  others. 

Subject  to  final  control  of  the  Provincial  Administration,  the 
central  direction  of  public  education  in  each  province  is  exercised  by 
the  Provincial  Education  Department,  the  permanent  head  of  which 
in  the  Cape  of  Good  Hope  is  the  Superintendent-General  of  Educa- 
tion, in  Natal  the  Superintendent,  in  the  Transvaal  and  the  Orange 
Free  State  the  Director.^ 

In  the  Cape  of  Good  Hope,  the  Transvaal,  and  the  Orange  Free 
State,  local  school  administration  is  conducted  by  school  boards 
and  school  committees,  the  unit  of  administration  being  the  school 
district.  In  the  latter  two  provinces,  however,  the  school  board 
is  mainly  an  advisory  body  with  general  powers  of  supervision 
over  all  public  schools  in  its  district,  and  under  its  control  school 
committees  exercise  supervision  over  the  individual  schools.  In  the 
Cape  of  Good  Hope,  on  the  other  hand,  the  school  board  has  the 
power,  subject  to  the  department,  to  establish  and  maintain  schools, 
and  is  entrusted  with  the  general  financial  control  of  schools  under 
its  jurisdiction,  including  the  fixing  of  scales  of  fees  and  the  hire 
of  buildings.  Every  public  school  under  a  board  is  ordinarily 
managed  by  a  committee  elected  by  the  parents.  Natal  has  no 
system  of  local  administration  in  respect  of  Government  schools, 
but  advisory  school  committees  have  been  established  in  some 
localities    to  promote  local  interest.^ 

In  1918  there  were  7,723  state  and  state-aided  schools  in  the 
Union,  of  which  4,846  served  the  white  population  and  2,877  the 

1  Sec,  85  (3).  3  O.Y.B.   1919,  p.  28L 

2  0.Y.B.   1918,  p.   258. 
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coloured.      The   total   number   of   scholars   was    503,253,    namely, 
283,149  white  and  220,104  coloured.* 

Taking  the  white  population  as  the  only  appropriate  basis  of 
calculation,  it  will  appear  that  the  relation  between  the  number  of 
scholars  and  the  population  in  1918  in  the  Cape  of  Good  Hope  was 
practically  identical  with  that  in  the  Transvaal  (19.7  and  19.8 
respectively),  in  spite  of  the  fact  that  in  the  former  province  school 
fees  pay  on  an  average  one-fourth  of  the  total  expenditure  on 
school  education,  whereas  free  education  prevails  in  the  latter. 

The  central  expenditure  on  school  education  is  defrayed  from 
grants  made  by  Provincial  Councils  supplemented  by  local  sources 
of  revenue,  if  any.  In  the  Cape  of  Good  Hope  grants-in-aid  of 
the  salaries  of  teachers  and  in  aid  of  the  pvirchase  of  equipment 
and  hire  of  buildings  in  the  case  of  all  classes  of  schools  are  made 
from  the  central  funds.  Contributions  from  local  sources  are  derived 
almost  entirely  from  school  fees,  and  until  1917  (in  the  case  of 
schools  under  boards)  also  from  a  local  rate  of  gd.  in  the  pound 
on  the  capital  value  of  rateable  property,  levied  by  the  local  authority 
to  make  up  any  deficiency  in  the  accounts  of  school  boards.  This 
local  educational  rate  has  been  abolished.  In  the  case  of  schools 
controlled  by  school  boards  {i.e.  the  large  majority  of  European 
schools)  the  proportion  of  revenue  derived  from  the  Government 
in  1916  was  68.6  per  cent,,  from  the  local  rate  5.8  per  cent.,  from 
fees  25  per  cent.,  and  from  other  sources  .6  per  cent.  In  Natal  and 
the  Orange  Free  State  the  entire  cost  is  defrayed  from  the  central 
fund,  receipts  from  school  fees  being  paid  into  that  fund.  In  the 
Transvaal  school  education  is  free,  the  whole  cost  being  met  from  the 
provincial  revenue.® 

The  provincial  expenditures  in  respect  of  primary  and  secondary 
education  present  a  striking  illustration  of  increasing  public  expendi- 
tures, as  indicated  in  the  following  table. ^ 

Expenditures  by  the  Provinces  on  Primary  and  Secondary  Education. 


Head  of  Expenditui 

Administration     and 

spection 
Training  of  Teachers 
Schools 
General 

-e.         1911-12. 
£ 
In- 

87,082 

72,211 

...     1,421,046 

60,369 

1913-14. 
f 

100,669 

91,840 

1,799,187 

73,712 

1915-16. 
£ 

107,366 

114,537 

1,964,421 

82,519 

1917-18. 
£ 

187,718 

136,342 

2,608,079 

120,745 

1919-20. 
£ 

287,164 

181,221 

3,956,686 

138,220 

Total       ... 

...  £1,640,708 

2,065,408 

2,268,843 

3,052,884 

4,563,291 

*  Ibid,  p.  288. 

5  0.Y.B.   1918.  p.   261. 

6  0.Y.B.   1918, 

p.  706&O.Y.B.  1920 
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During  the  eight-year  period  under  review  the  provincial  expendi- 
tures on  education  were  enhanced  by   178  per  cent.,  the  causes, 
of   this   spectacular   increase   being   two-fold  : — 

(a)  the  extension  of  the  educational  activities  of  the  provinces, 

as  evidenced  by  the  increase  in  the  number  of  state  and  state- 
aided  schools  in  the  Union  from  5,872  in  1910  to  7,723  in 
1918,  of  scholars  from  299,257  to  503,253,  and  of  teachers 
from  10,912  to  18,301  respectively  ;' 

(b)  increase  in  salaries  due  to  increased  cost  of  living,  the  depre- 

ciation in  the  purchasing  power  of  money  affecting  also  the 
general    expenditures. 

Expenditure  on  education  constitutes  by  far  the  most  important 
item  of  ordinary  provincial  expenditure,  and  in  view  of  the  extra- 
ordinary advance  in  educational  expenditures,  the  proportion  has 
tended  to  increase,  as  will  appear  from  the  following  table. 

Percentage    of    Total 
Fiscal  Year.  Provincial  Expenditure    Ordinary  Expenditure 

on  Education.  of  Provinces. 


1911-12       

1915-16       

1919-20       

As  regards  the  provincial  distribution  of  educational  expenditures , 
the  Cape  of  Good  Hope  took  the  lead  with  £663,662  out  of  a  total 
of  £1,640,708  disbursed  in  1911-12,  followed  by  the  Transvaal  with 
£628,625,  the  Orange  Free  State  with  £192,948,  and  Natal  with 
£155,473.  In  1919-20,  however,  the  allocation  was  as  follows  : — 
Transvaal  £1,759,114,  Cape  of  Good  Hope  £1,676,208,  Orange  Free 
State  £671,921,  and  Natal  £456,048. 

The  cost  per  scholar  in  respect  of  the  provincial  expenditure  on 
education  varies  considerably  in  the  several  provinces  according  as 
the  entire  cost  is  borne  by  the  Provincial  Revenue  Fund  or  merely 
grants-in-aid  of  the  expenditure  incurred  by  school  boards  are  made. 
The  Cape  of  Good  Hope  and  the  Transvaal  constitute  the  most 
appropriate  examples  within  the  limits  of  the  Union,  for  a  comparison 
of  this  nature. 

■'O.Y.B.   1919,  p.   288. 


£ 

0/ 

/o 

1,640,708 

57 

2,268,843 

67 

4,563,291 

71 
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Cost  of  Education  of  White  Scholars  in  the  Cape  of  Good  Hope  and  thb 

Transvaal  in  1917.^ 

Provincial  Exp.  on  Education.        Total  Cost  of  Education. 


Cost  per 

Cost  per  head 

Cost  per 

Cost  per  head 

I'lovince. 

White 

of  White 

White 

of  White 

Scholar. 

Population. 

Scholar. 

Population. 

£     8.   d. 

£     s.  d. 

£     s.  d. 

£     s.  d. 

Cape  of  Good  Hope 

8   11      0 

1   12     9 

11     0     8 

2     2     4 

Transvaal  ... 

13  19     8 

2     3     7 

13     9     8 

2     3     7 

In  respect  of  the  provincial  expenditure,  the  cost  per  white 
scholar  or  per  head  of  the  white  population  is  much  lower  in  the 
Cape  Province  than  in  the  Transvaal,  due  to  the  fact  that  in  the 
former  province  fees  are  charged  to  the  extent  of  about  25  per  cent, 
of  the  total  expenditure  on  school  education  whereas  in  the  latter  the 
entire  cost  is  met  from  the  general  revenue  of  that  province.  But 
even  with  regard  to  the  total  cost  of  education,  the  costs  per  white 
scholar  and  per  head  of  the  white  population  are  shghtly  in  favour  of 
the  Cape  of  Good  Hope,  which  may  be  attributed  to  the  higher 
salaries  of  teachers  prevailing  in  the  Transvaal. 

B.  Higher  Education. — Supervision  of  all  higher  education  is 
vested  in  the  Union  Government  and  is  excersised  by  the  Union 
Department  of  Education,  which  makes  grants-in-aid  to  the  various 
educational  institutions  falling  within  the  scope  of  its  jurisdiction. 

Until  April  2,  1918,  the  Union  was  served  by  one  university 
only — the  University  of  the  Cape  of  Good  Hope.  This  university 
was,  by  its  Act  of  incorporation,  confined  to  the  functions  of  an 
examining  body,  the  teaching  being  undertaken  by  the  University 
Colleges,  of  which  there  were  eight.  These  colleges  prepared 
students  for  the  university  examinations.^ 

The  University  Acts  of  1916'*^  provided  for  the  incorporation 
of  the  South  African  College  as  the  University  of  Cape  Town,  of 
Victoria  College  as  the  University  of  Stellenbosch,  and  of  the 
University  of  the  Cape  of  Good  Hope  as  the  University  of  South 
Africa  with  headquarters  at  Pretoria,  embracing  six  constituent 
colleges. ^^ 

The  Union  Department  of  Education  also  supervises  the  train- 
ing and  certification  of  teachers  for  the  high  schools,  the  conduct 
of  technical  and  commercial  examinations  for  the  National  Advisory 
Board,  and  the  activities  of  the  industrial  schools  and  certified 
institutions  under  the  law  regarding  protection  of  children. ^^ 

8  0.Y.B.  1918,  p.  274.  "  O.Y.B.  1918.  p.  251. 

9  O.Y.B.  1918,  p.  251.  12  0.Y.B.  1919,  p.  105. 
I'' Acts  12,  13  and  14  of  1916. 
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The  funds  required  for  the  operation  of  the  universities  and  col- 
leges are  derived  from  three  sources  : — 

(a)  grants-in-aid   from    the    Union    Government,    varying    from 

47  per  cent,  of  the  total  cost  of  one  university  to  81  per  cent, 
of  that  of  another  ; 

(b)  fees  from  students,  varying  from  30  to  12  per  cent,  of  the 

total  cost  ; 

(c)  investment  of  endowment  funds. 

In  the  financial  year  1919-20  the  Union  Government  contributed 
the  sum  of  £148,640  towards  the  maintenance  of  universities  and 
colleges,  or  60  per  cent,  of  the  total  cost,  and  students'  fees  furnished 
£54,950,  or  22.2  per  cent.,  leaving  17.8  per  cent,  to  be  covered  by 
the  income  from  endowment  funds.  The  total  cost  per  student 
during  that  year  was  £101,^'^  so  that  the  cost  to  the  Union  Govern- 
ment was  about  £61  per  student. 

In  contrast  with  the  substantial  and  continuous  increase  in  the 
expenditure  on  primary  and  secondary  education,  the  expendi- 
ture on  higher  education  was  subject  to  fluctuations,  as  shown  in 
the  following  table.'* 

EXPENDITUKE  ON  HiGHER  EDUCATION. 


Expenditure 

per 

Expenditure  per 

Fiscal  Year.                        Total 

capita  of 

per  capita  of 

Expenditure. 

White  Population. 

Total  Population 

£ 

s.  d. 

d. 

1911-12 

107,888 

1     8 

4.3 

1912-13 

159,252 

2     5 

6.2 

1913-14 

128,250 

1   11 

4.9 

1915-16 

110,288 

I     7 

4 

1917-18 

133,482 

1   10 

4.7 

1919-20 

198,824 

2     8 

6.6 

The  irregularity  of  the  expenditure  on  higher  education  during 
the  period  under  consideration  is  attributable  to  several  factors  : — 

(1)  In  some  years  special  building  grants  are  made  to  cer- 
tain colleges.  For  example,  the  high  mark  of  1912-13  is  in  greater 
part  explained  by  the  building  grants  of  £15,000  and  £12,000  which 
were  made  to  the  Victoria  and  Rhodes  University  Colleges  respect - 
tively  in  that  year,  and  by  the  government  contribution  of  £5,000 
to  the  building  fund  of  the  University  of  the  Cape  of  Good  Hope.'* 


13  Auditor-General's    Report    1919-20, 
p.  145. 


HO.Y.B.    1918,    p.    694   and    O.Y.B- 
1920. 
15  0.Y.B.    1918.   p.   256. 
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(2)  The  decrease  in  expenditure  during  the  first  two  years  of  the 
War  was  occasioned  by  the  poHcy  of  economy  necessitated  by  the 
shrinkage  of  certain  sources  of  revenue  and  the  increase  in  the 
interest  charge. 

(3)  The  considerable  advance  in  expenditure  during  the  last  two 
years  of  the  decade  was  the  result  of  the  increased  cost  of  Uving  and 
of  materials. 

(2)  Agriculture. 

The  Union  Department  of  Agriculture  exercises  control  over 
the  agricultiu-al  activities  of  the  Government.  The  Minister  of  Agri- 
culture is  responsible  to  Parliament  for  the  policy  and  acts  of  the 
department.  The  Secretary  for  Agriculture  is  the  permanent 
departmental  head  and  is  assisted  by  two  Under-Secretaries,  one  of 
these  being  in  charge  of  Agriculture  proper  and  the  other  of  Agricul- 
tural Education. 

(«)  Agriculture  Projjer. — The  activities  in  respect  of  agriculture 
proper  are  maintained  by  a  number  of  Divisions  and  Offices  pre- 
sided over  by  scientific  and  technical  officers.  There  are  1  5  divi- 
sions, 2  offices  and  a  library.  The  chief  divisions  are  those  of 
(a)  sheep  and  wool,  charged  wdth  the  eradication  of  scab  and  the 
promotion  of  sheep  and  goat  industries  by  advising  upon  the  grading 
and  management  of  sheep  and  goats,  (6)  the  Veterinary  Division, 
dealing  Avith  the  prevention  of  the  introduction  of  contagious  dis- 
eases of  live  stock  into  the  Union,  with  the  eradication  of  such 
diseases  as  are  present,  and  with  the  protection  of  live  stock  against 
enzootic  diseases  by  inoculation  and  other  means,  and  (c)  the 
Division  of  Veterinary  Research.  Other  divisions  are  those 
of  Botany  and  Plant  Pathology,  Entomology,  Tobacco  and  Cotton, 
Viticulture,  Horticulture,  Dairying,  Dry-Farming,  Co-operation,^^ 
etc.  The  names  of  these  divisions  sufficiently  indicate  the  range 
of  activities  within  the  jurisdiction  of  the  department  of  agricul- 
ture. 

During  the  decade  from  May  31,  1910  to  March  31,  1920,  the  sum 
of  £302,420^^  was  expended  from  loan  funds  for  agricultural  pur- 
poses. The  annual  expenditure  from  revenue,  however,  constitutes 
the  main  item  for  consideration. 

16  0.Y.B.   1918.  p.  415.  ns.Y.B.  1914-15,  p.  232,  and  O.Y.B. 

1920. 
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Obdinaky    Expend itttre    on    Agriculture    Proper.  ^^ 

Expenditure  per        Expenditure  per 
Fiscal  Year.  Total  capita  of  capita  of 

Expenditure.  ^^        White  Population.     Total  Population. 

£  8.  d.  s.  d. 

1911-12  538,104  8     5  19 

1913-14  399,936  6     0  13 

1915-16  351,029  5     1  11 

1917-18  455,582  6     4  13 

1919-20  557,281  7     6  17 

The  expenditures  on  agriculture  present  the  phenomenon,  peculiar 
to  several  items  of  expenditure,  of  a  steady  decrease  up  to  a  certain 
period,  generally  1915-16,  followed  by  an  annual  increase.  This 
phenomenon  is  mainly  to  be  ascribed  to  the  policy  of  retrenchment 
which  was  practised  in  several  of  the  government  departments 
subsequent  to  the  establishment  of  the  Union,  in  order  to  secure  the 
economies  rendered  capable  of  attainment  by  the  consolidation  of  the 
four  colonial  departments  into  the  single  Union  department  as 
well  as  those  rendered  necessary  by  the  declaration  of  war,  followed 
by  the  granting  of  war  bonuses  to  civil  servants  and  a  general 
increase  in  salaries  and  wages. 

However,  in  spite  of  the  substantial  decline  in  the  purchasing 
power  of  money  in  recent  years,  the  absolute  expenditure  for  1919-20 
is  only  slightly  in  excess  of  that  in  1911-12,  whereas  the  'per  capita 
expenditure  has  been  diminished  by  about  10  or  11  per  cent. 

(&)  Agricultural  Education. — Agricultural  Schools  and  Experi- 
ment Farms  have  been  established  at  several  points  in  the  Union. 
There  are  five  Agricultural  Schools,  seven  Experiment  Stations,  and 
three  Stud  Farms.  The  farms  on  which  the  schools  are  situated  are 
well  stocked,  well  equipped,  and  representative  of  the  agricultural 
conditions  of  their  respective  areas,  and  they  enable  the  breeding 
of  pedigree  live  stock  and  the  cultivation  of  land  to  be  undertaken 
on  a  suitable  scale  for  the  benefit  of  students  and  the  improvement 
of  the  stock  of  the  country.  The  laboratory  and  class-room  accommo- 
dation  and   equipment    provided   suitable   facilities   for   a   sound 

18  This  does  not  include  the  expendi-  treated  in  conjunction  with  the  revenue 

ture    incurred    in    connection    with    the  from  that  source. 
Government   Guano   Islands   which  fall 

within     the     jurisdiction     of     the     De-  19  O.Y.B.    1918,    p.    695,    and   O.Y.B. 

partment    of    Agriculture,    as    such    is  1920. 
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training  in  the  science  of  agriculture.  In  addition  to  their  educa. 
tional  duties  the  staff  perform  some  extension,  experiment  and 
research  work,  and  it  is  contemplated  that  in  due  couise  three  more 
or  less  independent  branches  will  be  developed  at  each  institution 
for  college  work,  experiment  and  research  work,  and  extension 
work."'^ 

Considerable  progress  has  been  made  in  developing  extension 
work.  During  the  financial  year  1917-18  the  staff  of  the  agri- 
cultural schools  undertook  400  lectures  and  demonstrations,  chiefly 
at  agricultural  shows,  at  meetings  of  agricultural  bodies  and  at 
other  gatherings  in  the  rural  districts.  It  is  estimated  that  during 
the  same  financial  year  the  schools  dealt  with  about  10,000  inquiries 
of  farmers  and  others  seeking  advice  and  information  upon  sub- 
jects connected  with  agricultm'e.-^ 

A  large  part  of  the  work  on  the  farms  attached  to  the  schools  is 
devoted  to  experimental  work  under  the  direction  of  specially 
trained  officials.  These  farms  are  more  or  less  representatively 
situated  in  the  various  provinces,  so  that  the  requirements  of  the 
greater  part  of  the  Union  are  satisfactorily^  complied  with.  Experi- 
ments are  conducted  mainly  in  animal  husbandry,  field  husbandry, 
and  fertilizers  and  manures.  In  addition  to  the  field  trials  laboratory 
research  is  also  undertaken.  Arrangements  are  made  at  each  of 
the  schools  for  the  analysis  of  soils  and  agricultural  materials,  and 
for  the  testing  of  milk  and  seeds  required  by  farmers. 

Scholarships  are  annually  awarded  to  students  for  special  study 
abroad  in  agriculture,  veterinary  science,  and  other  related  sciences, 
for  the  purpose  of  training  promising  young  South  Africans  to  fill 
posts  in  the  Union  Department  of  Agriculture.. 


Expenditure    on    Agricultural   Education.^^ 

Fiscal 

Year. 

Total 
Expenditure. 

Expenditure  per 
per  capita  of 
White  Population. 

Expenditure  per 

capita  of 
Total  Population. 

£ 

s.  d. 

d. 

1911-12 

89,247 

1     5 

3.6 

1913-14 

111,487 

1     8 

4.3 

1915-16 

73,238 

1      1 

2.7 

1917-18 

81,778 

1     2 

2.9 

1919-20 

117,410 

1     7 

4 

MO.Y.B. 
21  O.Y.B. 

1918.  p.  449. 

1919,  p.  566. 

22  O.Y.B    1918,  p. 
1920. 

695, 

and    O.Y.B. 
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The  expenditure  on  agricultural  education  was  likewise  affected 
by  the  War.  The  expenditure  on  salaries  was  subject  to  a 
steady  increase  as  the  result  of  expansion  of  the  teaching  staff  and, 
subsequent  to  1917,  of  the  war  bonus  and  the  rise  in  salaries  ;  but 
substantial  economies  were  effected  during  the  first  years  of  the  war 
in  respect  of  experimental  work  and  maintenance  charges.  The 
increased  cost  of  supplies  made  itself  felt  after  1917,  but  in  spite  of 
that  the  maintenance  charges  for  1919-20  were  £54,023  as  com- 
pared with  £71,510  in  1913-14. 

(3)  Promotion  and  Regulation  of  Industry. 

At  the  establishment  of  the  Union,  provision  was  made  for 
■a  Department  of  Commerce  and  Industries  in  addition  to  the  Depart- 
ment of  Mines  which  was  inherited  from  the  Colonies.  On  a  re- 
arrangement of  portfolios,  however,  the  Department  of  Commerce 
and  Industries  was  abolished  in  1912,  and  the  portfolio  of  Mines 
was  extended  to  include  industries,  the  title  being  altered  to  that 
of  "  Mines  and  Industries." 

The  activities  of  the  Department  of  Mines  and  Industries  may  be 
characterized  as  follows  : — control  of  mining  and  prospecting  ; 
mining  engineering  ;  issue  of  claim  licences,  prospecting  permits, 
mineral  leases,  alluvial  diamond  licences  ;  regulations  governing 
underground  and  surface  work  on  mines  ;  registration  of  mining 
titles  ;  medical  examination  of  applicants  and  periodical  examina- 
tion of  all  mine  labourers,  and  other  matters  generally  connected 
with  miners'  phthisis  ;  control  and  payment  of  miners'  j^hthisis 
compensation  ;  geological  reports  and  sm'veys  ;  inspection  of  mines 
and  factories  ;  prevention  and  settlement  of  industrial  disputes  ; 
labour  employment  bureaus  ;  wages  boards  ;  control  and  regulations 
of  industries:;  industrial  research  and  the  publication  of  technical, 
scientific  and  statistical  information. 

In  1916  an  Industries  Advisory  Board  was  appointed,  consist- 
ing for  the  most  part  of  business  men  and  designed  to  advise  the 
Minister  in  regard  to  the  industrial  development  of  the  Union  and 
especially  on  questions  of  an  economic  character.  The  necessity  for 
scientific  methods  of  research  and  management  in  regard  to  industrial 
development  was  also  recognised,  and  after  negotiations  with 
representatives  of  the  various  Scientific  Societies  throughout  the 
Union,  a  Scientific  and  Technical  Committee  was  created  in  1 91 7.  In 
the  following  year  these  two  institutions  were  amalgamated  under 
the  title  of  the  Advisory  Board  of  Industrv  and  Science. 
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Expenditure   on  Mines   and   Industries.^' 


Expenditure  per 

Expenditure  per 

Fiscal 

Year. 

Total 

capita  of 

capita  of 

Expenditure. 

White  Population. 

Total  Population. 

£ 

8.  d. 

d. 

1911-12 

190,848 

2  11 

7.6 

1913-14 

183,945 

2     9 

7 

1915-16 

161,600 

2     4 

,  5.9 

1917-18 

206,487 

2   11 

7.3 

1919-20 

294,877 

4     0 

9.9 

The  expenditure  on  mines  and  industries  was  subject  to  reduction 
in  the  early  stages  of  the  war  in  consequence  of  a  policy  of  economy, 
wherever  possible,  but  the  introduction  of  the  general  war  bonus  in 
1918  and  of  the  rise  in  salaries  and  wages  in  1919,  in  addition  to  the 
expansion  of  the  staff,  occasioned  an  enhancement  of  expenditure  to  a 
considerable  extent,  the  amount  for  1919-20  exceeding  that  of  1911- 
12  by  more  than  50  per  cent. 

The  most  important  items  of  expenditure  under  this  heading 
are  : — 

(a)  engineering,  which  absorbs  about  £50,000  per  annum  ; 

(b)  mining  commissioners,  who  occasion  an  annual  expenditure  of 

about  £35,000  ; 

(c)  contribution  towards  expenditure  incurred  in  the  prevention 

of  miners  phthisis  and  in  the  payment  of  compensation  to 
victims  of  that  disease,  which  amounts  on  an  average  to 
about   £50,000  per  annum. 


250.Y.B.    1918,  p.   696,  and  O.Y.B.  1920. 


CHAPTER  4. 

Public  Health.     Dependent  and  Defective  Classes.     Native 

Affairs. 
(!)  Public  Health. 

No  specific  provision  was  made  in  the  Union  Constitution  for  the 
administration  of  the  pubKc  health  laws  in  force  in  the  constituent 
Colonies  at  the  establishment  of  the  Union,  but  that  function  v/as 
interpreted  as  falling  within  the  jiu-iscliction  of  the  Union  Govern- 
ment and  was  entrusted  to  the  Department  of  the  Interior,  which 
engaged  the  services  of  a  Medical  Officer  of  Health  for  the  Union  and 
assistant  health  officers  in  the  larger  towns. 

In  1917,  after  a  conference  of  Government  health  officers,  a 
sub -department  of  Public  Health  was  constituted  in  the  Department 
of  the  Interior  under  the  direction  of  the  Medical  Officer  of  Health, 
who  had  formerly  occupied  an  advisory  position  only.  The  import- 
ance of  this  ]3hase  of  governmental  activity  was  realised  more  fully 
during  the  latter  part  of  the  decade  under  consideration,  especially 
in  view  of  the  ravages  of  the  Influenza  Epidemic  in  1918.  Consoli- 
dating legislation  was  introduced  in  1919  and  provision  was  made  for 
an  independent  Department  of  Pubhc  Health  under  the  control  of  a 
Minister  of  Public  Health. 

The  Department  of  Public  Health  deals  with  a  variety  of  matters, 
such  as  public  health  in  general,  contagious  diseases  and  lock  hospi- 
tals, inspection  of  areas  of  local  authorities,  water  supplies  and 
drainage  schemes,  food  adulteration,  vaccination,  registration  of 
medical  practitioners,  chemists,  dentists,  midwives  and  trained 
nurses,^  etc. 

For  certain  purposes,  such  as  the  control  of  sanitation,  out- 
breaks of  infectious  disease,  and  other  measiu-es  undertaken  in 
the  interests  of  the  health  of  any  urban  community,  the  local  authori- 
ties have  health  officers  and  health  departments  with  local  juris- 
diction. 

With  regard  to  the  performance  of  the  health  and  medical  services 
for  which  the  Government  is  responsible  in  the  various  districts  of  the 
Union,  medical  officers  known  as  district  surgeons  are  generall}^ 

lO.Y.B.   1918,  p.   103. 
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employed,  those  in  the  large  centres  devoting  all  their  time  to  the 
work,  but  the  large  majority  engage  their  services  to  the  Govern- 
ment concm-rently  with  their  private  practice. 

The  expenditure  on  pubhc  health  has  been  subject  to  violent  fluc- 
tuation as  a  result  of  abnormal  conditions. 


Expenditui-e 

per 

Expenditure  per 

Fiscal 

Year. 

Expenditure 

on 

capita  of 

capita  of 

Public  Health.''^ 

Wliite  Population. 

Total  Population 

£ 

s.  d. 

s.  d. 

1911-12 

101,453 

1     7 

0     4 

1913-14 

105,229 

1      7 

0     4 

1915-16 

112,198 

1      U 

0     4.1 

1917-18 

133,973 

1   10^ 

0     4.7 

1918-19 

376,096 

5     2 

1      1 

1919-20 

234,006 

3     2 

0     7A 

The  policy  of  economy  occasioned  by  the  War  did  not  result 
in  a  reduction  of  this  item  of  expenditure  in  the  early  stages  of 
hostilities  as  in  the  case  of  certain  other  items,  but  it  succeeded  in 
checking  the  rapid  growth  likely  to  result  from  an  expansion  of 
activities.  The  abnormal  expenditm'e  for  1918-19  was  caused  by 
the  Spanish  Influenza  Epidemic  which  made  its  appearance  in 
September,  1918,  and  affected  the  whole  of  the  Union.  By  the  end 
of  1918  the  epidemic  had  been  brought  under  control,  but  periodi- 
cal outbreaks  of  minor  significance  continued  and  necessitated  an 
additional  expenditure  of  £70,282^  during  the  financial  year  1919-20. 
A  portion  of  the  increase  in  this  expenditure  is  of  course  attri- 
butable to  the  war  bonus  and  the  rise  in  salaries  and  wages. 

(2)  Expenditure  on  the  Dependent  and  Defective  Classes. 

(a)  Hospitals. — In  accordance  with  the  provisions  of  the  South 
Africa  Act,*  hospitals  and  charitable  institutions  were  placed  under 
the  control  of  the  Provincial  Administrations.  In  the  Cape  of  Good 
Hope  and  the  Orange  Free  State  all  state-aided  hospitals,  dis- 
pensaries, or  convalescent  homes  are  under  the  direct  control  and 
management  of  hospital  boards,  which  are  financed  by  Provincial 
subsidies  calculated  on  the  amount  of  their  revenue  derived  from 
patients'  fees  and  voluntary  contributions  and  bequests.  In  Natal 
four  hospitals  are  directly  controlled  by  the  Provincial  Administra- 
tion ;  and  in  addition  to  these  there  are  seven  other  institutions 

2  0.Y.B.    1918,   p.    694,   and   O.Y.B.  s  Auditor-General's  Report  for  1919- 

1920.  1920,  p.  228. 
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wliich  receive  financial  assistance  from  provincial  funds  but  are 
controlled  by  other  than  Government  authority.  In  the  Trans- 
vaal nine  hospitals  are  maintained  by  the  Province,  and  nine  others 
supported  by  grants-in-aid.^ 

The  expenditure  on  hospitals  and  charitable  institutions  repre- 
sents on  an  average  about  8  per  cent,  of  the  total  ordinary  expendi- 
tm-e  of  the  Provinces. 

(b)  Mental  Asylums. — The  dii^ect  control  of  mental  asylums  is 
vested  in  the  Union  Government,  and  in  particular  in  the  Depart- 
ment of  the  Interior,  the  chief  officer  being  known  as  the  com- 
missioner of  mentally  disordered  or  defective  persons.  Provision 
has  been  made  for  the  appointment  of  boards  to  visit  and  report  on 
the  institutions  and  the  welfare  of  the  patients.^ 

There  are  eight  mental  asylums  in  the  Union,  which  occasion  an 
annual  expenditure  of  more  than  £200,000  by  the  Government. 

(c)  Leper  Institutions. — The  leper  institutions  are  likemse  under 
the  control  of  the  Union  Government.  Compulsory  segregation  of 
lepers  is  enforced  by  legislation  in  each  province.  All  cases  of  leprosy 
are  to  be  reported  to  the  Government,  and  where  the  nature  of  the 
disease  has  been  fully  estabHshed,  the  patients  are  removed  to  one 
of  the  leper  institutions. 

{d)  Poor  Relief. — Poor  relief  falls  mainly  witliin  the  jurisdiction 
of  the  Provinces,  the  Union  Government  granting  financial  assist- 
ance only  on  exceptional  occasions.  For  example,  in  the  year 
1916-17  the  Union  Government  contributed  £64,563''  towards 
the  reUef  of  distress  from  loan  funds,  necessitated  by  the  prevalence 
of  a  severe  drought  in  certain  regions  of  the  country  ;  and  in  1913-14 
the  Government  disbursed  £15,305®  from  revenue  for  poor  relief. 
In  general,  however,  the  Provinces  alone  are  active  in  tliis  respect. 

There  is  no  poor  law  in  any  of  the  Provinces,  and  the  greater  part 
of  assistance  rendered  to  persons  in  poverty  and  distress  is  that 
afforded  by  the  various  benevolent  institutions.  The  annuil 
expenditure  on  poor  relief  by  the  Provinces  amounts  merely  to 
about  £50,000. 

Summary  of  expenditure. — ^The  expenditure  on  the  dependent 
and  defective  classes  represents  a  comparatively  large  burden,  as 
evidenced  by  the  following  table  : — ^ 

5  0.Y.B.  1918,  pp.  235-236.  ^  Ibid,   p.  694. 

^Ibid,   p.  239.  ^Ibid,   p.p.  694  and  708.  and  O.Y.B. 

7  0.Y.B.  1918,  p.  716.  1920. 
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Ordinary  Expenditure  on  the  Dependent  and  Defective  Classes. 

Head  of  Expenditure.            1911-12.  1913-14.  1915-16.  1917-18.  1919-20. 

£  £  £  £  £ 

Hospitals 234,180  282,236  296,890  375,590  507,274 

Mental    Asyliuns  &  Leper 

Institutions        253,259  287,862  290,764  339,598  499,549 

Poor  Relief            31,727  52,169  57,764  61,811  71,220 

Total       £519,166        622,267      -645,418        776,999     1,078,043 

The  expenditure  on  the  dependent  and  defective  classes  has 
been  subject  to  a  continuous  increase,  but  the  natural  growi;h  was 
somewhat  checked  during  the  first  two  years  of  the  war  in  view  of  the 
need  for  economy.  Towards  the  end  of  the  wa,r,  however,  the 
increased  cost  of  living  and  of  supplies  occasioned  a  considerable 
advance  in  expenditure.  The  extraordinary  increase  of  100,  per  cent. 
during  the  period  under  review  is  mainly  attributable  to  the  depre- 
ciation in  the  j^urchasing  power  of  money,  but  to  a  lesser  extent  also 
to  the  extension  of  governmental  activity  in  such  matters  as  the 
care  of  the  sick,  the  defective,  and  the  poor. 

Per  capita  Expenditure. 


Fiscal  Year. 

Expenditure  per  capita 

Expenditvu-e  per  capita 

of   White   Popuk 

ition. 

of  Total  Population. 

s.  d. 

s.  d. 

1911-12 

8     1 

1     9 

1915-16 

9     4 

2     0 

1919-20 

14     7 

3     0 

(3)  Native  Affairs. 

A  separate  Department  of  State  under  a  Minister  of  Native  Affairs 
was  established  at  the  consummation  of  the  Union.  This  depart- 
ment is  cha,rged  with  the  administration  of  the  Native  Territories 
in  the  Transkei,  Zululand,  and  elsewhere,  including  native  reserves  ; 
the  direction  and  supervision  of  the  recruitment  of  native  labour, 
especially  for  mining  purposes  ;  the  control  of  na,tive  taxation  and 
the  pass  system  ;  the  general  supervision  of  all  matters  concerning 
the  welfare  and  interests  of  the  native  races  of  the  Union.  ^^ 

The  departmental  organization  comprises  (a)  the  Head  Office 
at  Pretoria  under  the  Secretary  for  Native  Affairs,  with  an  Under- 
Secretary  and  staff  ;  {b)  the  Chief  Magistrate  at  Umtata,  controlling 
the  Transkeian  Territories  (with  27  magistracies)  ;  (c)  the  Cliief 
Native    Commissioner    at    Pietermaritzburg,    deahng    with    native 

loO.Y.B.   1918,  p.   105. 
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administration  throughout  the  Natcal  Province,  including  Zululand  ; 
and  {(I)  the  Director  of  Native  Labour,  with  his  headquarters  at 
Johannesburg,  controlling  the  registration  and  pass  system  on  the 
Rand.'^ 

A  large  number  of  hereditary  and  appointed  chiefs  and  headmen 
are  in  receipt  of  salaries  and  allowances  from  the  Government,  either 
provided  for  in  treaties  of  annexation  or  paid  for  services  rendered 
to  the  Government.  These  officers  act  and  rej)ort  through  the 
magistrates  and  the  officers  of  the  department,  and  are  in  charge 
of  tribes,  sections  of  tribes,  or  locations,  as  the  case  may  be.  The 
annual  expenditure  in  respect  of  subsidies  and  allowances  to  chiefs 
and  headmen  is  about  £20,000.^^ 

Since  the  inauguration  of  a  definite  dipping  policy  by  the  Govern- 
ment, the  responsibility  for  the  erection,  maintenance  and  control  of 
some  hundreds  of  dipping  tanks  in  native  locations  and  reserves  has 
devolved  on  the  Department  of  Native  Affairs,  acting  in  this  matter 
on  behalf  of  the  Department  of  Agriculture,  levying  and  collect- 
ing rates  to  meet  the  capitpJ  outlay  and  the  cost  of  niaintenance  in 
thi  s  connecti  on .  ^  ^ 

Expenditure  on  Native  Affairs.^"* 


Fiscal  Year 

Total 

Expenditure  per  capita 

Expenditure. 

of  the  Native  Population 

£ 

s.  d. 

1911-12 

287,482 

1     5 

1913-14 

289,433 

1     4^ 

1916-lG 

287,593 

1     3.7 

1917-18 

308,767 

1      4 

1919-20 

414,095 

1     8| 

The  expenditure  on  native  affairs  was  kept  well  in  check  until 
about  1917,  subsequent  to  which  the  general  war  bonus  and  the  rise  in 
salaries  and  wages  caused  a  substantial  increase  in  expenditure. 
During  the  period  under  consideration  the  per  capita  expenditure 
in  respect  of  the  native  population  was  increased  by  about  20  per 
cent.,  as  compared  with  an  increase  of  44  per  cent,  in  the  total 
expenditure. 


UO.Y.B.  1918,  p.   194.  i4  O.Y.B.    1918,    p.    697   and   O.Y.B. 

12  0.Y.B.   1918.  p.   697.  1920. 

nibid,  p.   195. 


CHAPTER  5. 
Public   Debt   Charge. — Miscellaneous   Expenditure. 

(1)  Public  Debt  Cliarge. 

The  public  debt  charge  comprises  the  following  items  : 
(a)  the  net  interest  charged  to  the  unproductive  debt  ;^ 

(6)  the  contributions  to  the  sinking  fund  provided  for  by  Colonial 

statutes  ; 

(c)  the  cost  of  management. 

In  the  Union  of  South  Africa,  where  the  Central  Government 
undertakes  the  management  of  the  railwaj^s,  harbours,  telegraphs, 
telephones,  land  banks,  land  settlement,  forestry,  irrigation  works 
and  irrigation  loans,  etc.,  the  gross  interest  charge  represents  a 
considerable  amount  and  has  given  rise  to  numerous  instances  of 
confusion,  misconception,  and  anxiety.  In  the  absence  of  scien- 
tific accounting,  the  only  available  means  of  computing  the  net 
interest  charge  on  the  unproductive  debt  is  to  deduct  from  the  gross 
interest  charge  the  interest  paid  by  the  Railway  and  Harbour 
Administration  on  that  part  of  their  capital"  which  is  included  in 
the  gross  public  debt,  the  interest  on  Government  loans  to  settlers, 
irrigation  boards,  land  bank,  etc.,  and  the  small  Post  Office  surplus 
which  may,  for  the  purpose  under  consideration,  be  regarded  as 
interest  on  the  capital  investment  in  respect  of  the  posts,  telegraphs, 
and  telephones. 

Redemption  is  provided  for  by  various  Colonial  statutes,  the 
annual  redemption  payments  being  generally  in  excess  of  £600,000. 
The  most  important  of  such  redemption  payments  are  those  made  in 
connection  with  the  guaranteed  loan  of  £35,000,000,  granted  by  the 
British  Government  to  the  Transvaal  and  the  Orange  Free  State 
in  1903  (the  year  after  the  close  of  the  Boer  War)  for  the  purpose  of 
reconstruction,  and  the  guaranteed  loan  of  £5,000,000  by  the 
British  Government  to  the  Transvaal  in  1907,  on  both  of  which 
an  annual  redemption  of  1  per  cent,  is  due,  comprising  the  sum  of 
£400,000. 

1  c.f.  Part  3  :    Public  Debt.  tributed  out  of  general  revenue  is  treated 

2  The  interest  paid  into  the  Treasury       as  commercial  revenue  in  Part  2. 
by   the  Administration  on  capital  con- 
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Public 

Debt  Chakge. 

Head  of  Expenditure. 

Net  Interest  Charge 

Redemption 

Cost  of  Management 

1911-12. 

£ 
.      1,182,539 
639,681 
25,838 

1913-14. 

£ 
1,183,598 
647,432 
30,918 

1915-16. 

£ 
1,573,050 
588,864 
22,460 

1917-18. 

£ 
2,113,866 
560,710 
23,961 

1919-20. 

£ 
2,485,698 
498,253 
27,078 

Total  Debt  Charge      .. 

.     1,848,058 

1,861,948 

2,184,374 

2,698,537 

3,011,029 

The  great  increase  in  the  interest  charge  was  occasioned  by  the 
debt  of  30  milhon  pounds  incurred  in  connection  with  the  war.  The 
decrease  in  the  contributions  to  the  sinking  fund  out  of  revenue, 
after  1914,  is  to  be  attributed  to  the  need  for  economy,  the  redemp- 
tion payments  being  confined,  as  far  as  possible,  to  statutory 
requirements. 

During  the  period  under  review,  the  net  interest  charge  was  more 
than  doubled  and  the  total  debt  charge  increased  by  about  60  per 
cent.     Such  was  the  revolutionary  effect  of  the  war. 

Per  Capita  Expenditube. 


Per  capita  of 

Per  capita  of 

Fiscal  Year. 

Public  Debt 

White 

Total 

Charge. 

Population. 

Population. 

£ 

£     s.  d. 

8.  d. 

1911-12           

1,848,058 

1     8  10 

6     2 

1915-16          

2,184,374 

1   11     8 

6     8 

1919-20          

3,011,029 

2     0     8 

8     6 

(2)  Miscellaneous  Expenditures. 

A.  Survey  of  Diagrams. — Each  Province  has  a  Surveyor-General 
who  is  charged  with  the  examination  of  the  diagrams  necessary 
for  effecting  the  transfer  of  property.  This  is  due  to  the  fact  that  the 
system  of  land  registration  in  the  Union  is  based  on  the  principle 
that  every  deed  granting  or  conveying  landed  property  either  is  to 
have  a  diagram  of  the  property  being  conveyed  attached  to  such 
deed  or  is  to  refer  back  to  a  previous  deed  with  diagram  attached. 
The  area  of  the  land,  its  dimensions,  locality,  description  of  its  bound- 
aries, etc.,  are  all  clearly  set  forth  in  the  diagram  which  is  referred  to 
in,  and  may  be  taken  to  be  a  component  part  of,  the  deed  of  con- 
veyance. The  necessity  for  accuracy  in  the  survey  upon  which  the 
diagram  is  based  is  therefore  obvious,  and,  to  insure  this,  no  diagram 
is  accepted  for  registration  with  a  deed  of  grant  or  transfer  unless 
signed  by  a  surveyor  duly  admitted  to  practice  as  such  in  that 
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Province  of  the  Union  in  wliich  the  land  being  dealt  with  is  situated, 
and  approved  by  the  Surveyor-General  of  that  Province.^ 

In  the  Transvaal  no  charge  is  made  by  the  Government  for  the 
work  of  examining  for  approval  diagrams  of  private  property, 
whereas  in  the  other  Provinces  certain  fees  are  imposed  by  law  or 
regulation,  varying  according  to  the  nature  of  the  work.^ 

The  expenditure  in  connection  with  this  survey  of  diagrams 
has  been  fairly  stationary  and  is  almost  entirely  an  outlay  on 
salaries,  wages  and  allowances.  t 

EXPENDITUKE    ON    SiTRVEY    OF    DIAGRAMS.^ 


Fiscal  Year. 


1911-12 
1913-14 
1915-lG 
1917-18 
1919-20 


Total 
Expenditure. 
£ 
36,520 
31,799 
32,368 
34,582 
44,241 


B.  Registration  of  Deeds. — In  the  Cape  of  Good  Hope  there  are 
four  offices  for  the  registration  of  deeds,  each  office  being  under  the 
control  of  an  officer  called  the  Registrar  of  Deeds,  and  undertaldng 
registration  in  respect  of  that  portion  of  the  Province  which  is 
specially  assigned  to  it.  in  each  of  the  other  three  Provinces  there  is 
only  one  Deeds  Office.*'  These  Deeds  Offices  secvire  quite  a  consider- 
able amount  of  revenue  in  the  form  of  transfer  duties,  stamp  duties 
and  fees.  The  two  latter  are  more  than  sufficient  to  defray  the 
expenditure  of  these  establishments.  The  expenditure  has  been 
comparatively  stationary  during  the  period  under  review. 

Expenditure  on  Registration  of  Deeds.'' 

Fiscal  Year.  Total 

Expenditure. 
£ 

1911-12  27,594 

1913-14  27,019 

1915-16  26,850 

1917-18  29,336 

1919-20  37,406 

C.  Cojnpensation  to  Colonial  Capitals. — Provision  was  made  in 
the  Union  Constitution  for  the  payment  of  compensation  to  the 
Colonial  Capitals  for  diminution  of  property  or  decline  in  rateable 


aO.Y.B.  1918,  p.  387. 

'^Ibid,   p.  389. 

^Ibid,   p.  695.  and  O.Y.B.  1920. 


6  0.Y.B.  1919,  pp.  490-501. 
•'O.Y.B.  1918,  p.  691,  and  O.Y.B. 
1920. 


MISCELLANEOUS    EXPENDITURE; 


65 


value  by  reason  of  their  ceasing  to  be  the  seats  of  government  of 
their  respective  colonies.  In  the  case  of  Pietermaritzburg  and 
Bloemfontein  the  compensation  comprises  a  grant  to  the  municipal 
councils  of  2  per  cent,  per  annum  on  their  debts,  as  existing  on  the 
31st  of  January,  1909,  and  as  ascertained  by  the  Controller  and 
Auditor-General.  As  regards  Cape  Town  and  Pretoria,  the  legisla- 
tive and  administrative  capitals  respectively  of  the  Union,  no 
compensation  was  granted.  One-half  of  such  grants  is  to  be  applied 
to  the  redemption  of  the  debts  of  those  cities.  After  the  tenth 
annual  grant  has  been  paid  to  any  of  such  towns,  the  Government, 
with  the  approval  of  Parliament,  may  after  due  inquiry  withdraw 
or  reduce  the  grant. ^ 

The  annual  compensation  to  the  old  Colonial  Capitals  was  fixed 
ill  £42,492." 

D.   Miscellaneous  Expenses. 


Fiscal 

Year. 

Miscellaneous 

Expenses.  ^'^ 

£ 

1911-12 

73,81() 

1913-14 

160,859 

1915-16 

43,423 

1917-18 

35,552 

1919-20 

143,626 

Commercial  Expenditures. — The  commercial  expenditures,  i.e. 
expenditures  in  respect  of  the  commercial  enterprises  of  the  Union 
Government  such  as  railways,  harbours,  post  office,  telegraphs, 
telephones,  etc.,  are  treated  in  connection  with  commercial  revenues 
in  Part  2. 


8S.A.  Act,  sec.   133. 

s  Appropriation  Accounts   191017. 


loO.Y.B.  1918,  pp.  687  and  705,  and 
O.Y.B.   1920. 


PART  II. 
REVENUES. 

A.     COMMERCIAL    REVENUES. 
1,     Industries- 

CHAPTER  1. 

Railways. 

Introduction. — In  South  Africa  railway  construction  was 
initiated  by  private  enterprise  in  1859,  Cape  Colony  being  the 
pioneer  and  Natal  a  close  second.  At  the  time  of  the  discovery  of  the 
diamond  mines  in  Griqualand  West,  in  1870,  the  only  completed 
lines  of  railway  in  South  Africa  consisted  of  63  miles  of  private 
line  in  Cape  Colony  and  two  miles  of  private  line  in  Natal.  Thus, 
on  account  of  the  lack  of  private  initiative  and  the  slow  progress  of 
railway  development  under  private  ownership  and  the  need  for 
transportation  facilities,  the  State  was  prompted  to  make  an  incur- 
sion into  the  realm  of  railways.  The  Cape  and  Natal  Governments 
decided  to  undertake  the  railway  development  of  the  country  and 
negotiated  the  purchase  of  the  private  hnes  in  existence.  The  foun- 
dation of  Kimberley  and  the  diamond  industry  and  the  declaration 
of  the  Rand  as  a  public  goldfield,  followed  by  the  sudden  birth  of 
Johannesburg  and  the  rapid  conversion  of  the  barren  uplands 
around  it  into  the  greatest  industrial  centre  of  South  Africa,  served 
as  powerful  agencies  in  stimulating  the  railway  development 
under  State  control. 

Although  the  great  bulk  of  railway  extension  has  been  undertaken 
by  the  State,  private  companies  have  also  participated  to  a  certain 
extent.  At  the  establishment  of  the  Union  in  1 910  the  railways  with- 
in the  four  original  colonies  comprised  7,041  miles  of  Government- 
owned  line  and  545  miles  of  privately-owned  lines, ^  serving  an  area  of 
470,000  square  miles  and  a  wliite  population  of  1,255,545.  By  1919 
the  mileage  of  Government  lines  had  been  increased  to  9,542,  repre- 
senting an  increase  of  35  per  cent,  during  the    nine-year   period, 

lO.Y.B.   1918,  p.  639. 
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whereas  the  mileage  of  private  lines  declined  to  507,  38  miles  of  line 
having  been  taken  over  by  the  Union  Government." 

Administration  of  the  Union  Government  Railways. — In  accord- 
ance with  the  provisions  of  the  South  Africa  Act  all  the  railways 
belonging  to  the  four  Colonies  at  the  establishment  of  the  Union 
were  transferred  to  the  Union  Government,  and  the  control  and 
management  thereof  was  vested  in'  a  Board  consisting  of  three 
commissioners,  appointed  by  the  Government,  with  a  Minister  of 
State  as  chairman.  Each  commissioner  holds  office  for  a  period  of 
five  years  and  is  eligible  for  reappointment.^ 

The  Railway  Board  served  as  the  main  organ  of  control  and 
management  in  respect  of  the  South  African  Railways  until  1916, 
when  legislation  was  introduced  to  make  further  provision  as  to 
the  administration,  operation,  control  and  management  thereof. 
In  accordance  with  this  legislation  the  railways  of  the  Union  are  to 
be  administered  and  operated  under  the  control  and  authority  of 
the  Union  Government.  This  is  exercised  through  the  IVIinister  of 
Railways  who  is  advised  by  the  Board.  The  management  and 
operation  of  the  railw?vys  are,  subject  to  the  control  of  the  Mi] lister, 
vested  in  the  General  Manager,  who  is  governed  by  such  regula- 
tions as  the  ^Minister  may  from  time  to  time  frame  after  consultation 
with  the  Board. ^ 

Under  the  new  system  the  Board  was  reduced  to  an  advisory 
body,  ^he  Board  is  to  advise  the  Minister  upon  all  matters  of  policy 
concerning  the  administration  and  ojjeration  of  the  railways,  and  is 
also  empowered  to  take  such  measures  and  secure  such  information 
as  may  enable  Parliament  to  be  informed  and  satisfied  as  to  the 
expediency  or  inexpediency^  of  undertaking  the  construction  of  a 
proposed  new  line.  Every  proposal  for  the  construction  of  any 
line  of  railway,  before  being  submitted  to  Parliament,  is  to  be  con- 
sidered by  the  Board,  which  is  to  report  thereon  and  to  advise 
whether  the  proposed  line  of  railway  should  or  should  not  be  con- 
structed. If  an3/  such  line  is  constructed  contrary  to  the  advice 
of  the  Board,  and  if  the  Board  is  of  opinion  that  the  revenue  derived 
from  the  operation  of  such  line  will  be  insufficient  to  defray  the 
costs  of  operation  and  maintenance  and  of  interest  on  the  capital 
invested  therein,  it  is  to  frame  an  estimate  of  the  annual  loss  wliich, 
in  its  opinion,  will  result  from  such  operation.  Such  estimate  is  to 
be  examined  by  the  Controller  and  Auditor-General,  and  when 
approved  by  him  the  amount  thereof  is  to  be  paid  over  annually 

2  0.Y.B.   1919,  p.  793.  t  Act  17  of  1916,  sec.   2. 

3S.A.  Act,  sees.    12.5-126. 
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from  the  Consolidated  Revenue  Fund  to  the  Railway  and  Harbour 
Fund.^ 

This  safeguard  against  the  construction  of  unremunerative  lines 
(which  is  a  serious  disadvantage  of  government  ownersliip  in  a 
country  where  representative  government  prevails)  was  prompted 
by  certain  discreditable  incidents  in  colonial  railway  liistory,  parti- 
cularly in  the  Cape  Colony.*'  In  a  democratic  country  the  success 
of  Government  ownership  of  railways  is  jeopardised  by  popular 
requests  for  unprofitable  extensions.  In  the  legislative  assembly 
the  representatives  wiU  display  all  the  eloquence  at  their  command 
in  the  presentation  of  the  claims  of  their  respective  electoral  dis- 
tricts for  new  lines,  whether  there  is  any  likelihood  of  such  proving 
to  be  remunerative  or  not.  The  danger  emerges  when  the  Govern- 
ment is  not  so  firmly  entrenched  as  to  be  able  to  withstand  the 
demands  of  the  legislature.  Under  a  S3^stem  of  responsible  govern- 
ment where  the  executive  is  dependent  upon  the  majority 
vote  of  the  legislature,  the  menace  to  success  is  intensified.  Up 
to  the  present  tliis  safeguard  has  proved  to  be  very  effective  in 
exercising  a  restraining  influence  upon  the  acti\nties  of  Parlia- 
ment with  regard  to  extensions.  In  Prussia  and  S\Wtzerland 
the  disadvantageous  efiects  of  the  inability  on  the  part  of  the  Govern- 
ment to  withstand  the  popular  demands  for  extensions  into  unre- 
munerative areas  and  for  better  stations  in  connection  with  beautify- 
ing projects  were  clearly  discernible  in  the  years  just  preceding  the 
war. 

Principles  of  Railway  Administration  in  South  Africa. — The 
main  principles  of  railway  administration  in  the  Union  may  be 
briefly  summarized  as  follows  : — (1)  the  railways  are  to  be  admin- 
istered in  accordance  mth  business  principles,  due  regard  being  had 
to  agricultural  and  industrial  development  witliin  the  Union  and 
to  promotion,  by  means  of  cheap  transport,  of  the  settlement  of  an 
agricultural  and  industrial  population  in  the  inland  portions  of  all 
provinces  of  the  Union  ;^ 

(2)  the  cost  principle  is  to  serve  as  the  basis  of  the  system,  the 
total  earnings  to  be  no  more  than  are  sufficient  to  meet  the  necessary 
outlays  for  operation,  maintenance,  improvement,  depreciation, 
and  the  payment  of  interest  due  on  capital  ;" 

(3)  the  uniformity  of  rates  is  to  be  maintained  by  means  of  an 
equalization  fund,  into  which  are  to  be  paid  all  profits  earned  from 

5S.A.  Act,  sec.   130.  7  S.A.  Act,  sec.   127. 

6  Brand  :    The  Union  of  South  A  frica , 
p.  95. 
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time  to  time  and  from  which  any  deficits  that  may  occm*  are  to  be  met, 
with  a  view  to  avoicUng,  as  far  as  possible,  a  disturbance  in  trade  f 

(4)  the  Railway  Administration  is  to  be  an  independent  organiza- 
tion free  from  political  interference  ; 

(5)  the  railway  finances  are  to  be  treated  in  a  separate  budget 
and  not  subjected  to  manipulation  by  the  Treasury  ;  and 

(6)  the  loss  arising  out  of  the  operation  of  unprofitable  fines  con- 
structed by  authority  of  Parliament  and  contrary  to  the  advice  of  the 
Railway  Board  is  to  be  paid  out  of  general  revenue. 

The  Act  of  Union  not  only  constitutes  the  railways  a  complete  and 
distinct  service  of  the  Union  Government,  but  it  also  provides  that 
the  railway  revenues  and  expenditures  shall  be  accounted  for  entirely 
separate  from  those  of  other  government  departments.  The  Depart- 
ment of  Railways  is  an  independent  department  subject  to  the 
authority  of  the  Minister  of  Railways,  who  is  responsible  to  Parfia- 
ment  for  the  activities  of  the  department.  Provision  was  made  in  the 
Constitution  for  a  Railway  Fund,  into  wliich  are  to  be  paid  all  reve- 
nues raised  or  received  by  the  Government  from  the  administration 
of  the  railways,  such  fund  to  be  appropriated  by  Parfiament  for  the 
purposes  of  the  railways.^  The  administration  of  the  Prussian  rail- 
ways, however,  was  not  entrusted  to  a  separate  ministry  of  railways 
but  was  vested  in  the  Minister  of  Public  Works,  the  railway  depart- 
ment of  the  ministry  (Eisenbahnabteilung)  being  under  the  super- 
vision of  an  under-secretary.^*^  Also,  the  Prussian  railway  system 
did  not  provide  for  a  separate  budget,  but  the  revenues  and  expen- 
ditures of  the  state  railways  were  accounted  for  in  the  general  budget 
along  with  the  general  revenues  and  expencHtures,  the  net  surplus 
being  ajDplied  toward  the  payment  of  general  expenditures.  In  the 
Swiss  railways  both  the  independent  budget  and  the  equafization 
fund  prevail. 

In  respect  of  responsiveness  to  public  opinion,  no  direct  provision 
has  been  made  in  the  South  African  railway  organization,  whereas  in 
the  Prussian  and  Swiss  railways  an  elaborate  system  of  national 
and  cUstrict  advisory  councils  has  been  instituted.  The  powers  of 
Parliament  in  respect  of  the  railways  afford  the  sole  opportunity  for 
responsiveness  to  popular  demands  in  South  Africa,  as  Parliament 
is  entrusted  udth  the  power  of  appropriation  not  only  with  regard 
to  the  ordinary  operating  expenditure  but  also  the  capital  expendi- 
ture. However,  this  concession  is  considerably  minimised  by  the 
forementioned  safeguard  against  the  construction  of  new  fines. 

8  Ibid,  sec.   128.  lo  Johnson  &  van  Metre  :    Principles 

9S.A.  Act,  sec.   117.  of  Railroad  Transportation,  p.  422. 
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Departmental  Organization. — The  executive  head  of  the  Railway 
Department  is  the  General  Manager,  in  whom  is  vested  the  entire 
management  and  control.  Directly  responsible  to  the  General 
Manager  are  four  Assistant  General  Managers,  each  controll- 
ing his  respective  system,  the  Engineer-in-Chief,  and  the  Chief 
Mechanical  Engineer.  Under  each  Assistant  General  Manager,  and 
directly  responsible  to  him,  are  Divisional  Superintendents,  who 
control  one  of  the  Divisions  in  each  system  ;  and  under  each  Divi- 
sional Superintendent  there  are  Superintendents  and  Assistant 
Superintendents  (Technical,  Commercial  and  Operating),  who  are 
placed  in  charge  of  the  staff  operating  the  rail  ways.  ^^  The  centraliza- 
tion of  the  South  African  railway  organization  presents  a  striking 
contrast  to  the  decentraHzation  prevaiHng  in  the  Prussian  system, 
where  the  operation  of  the  railways  was  entrusted  to  21  directories, 
each  having  charge  of  the  railways  in  a  particular  section  of 
the  country. 

There  is  a  fairly  close  analogy  between  the  organization  of  the 
government  railways  in  South  Africa  and  that  of  an  ordinary  business 
establishment.  The  Railway  Board  with  the  Minister  of  Railways 
as  chairman  corresponds  roughly  with  the  Board  of  Directors  of  a 
private  company,  the  former  constituting  tlie  pohcy-determining 
body  of  the  railway  organization  just  as  the  Board  of  Directors 
determines  all  questions  of  general  policy  in  connection  with  a  com- 
mercial enterprise.  Secondly,  the  status  of  the  General  Manager 
of  the  South  African  railways  is  virtually  identical  with  that  of  the 
General  Manager  of  a  large  business  institution.  In  both  cases  the 
General  Manager  is  the  executive  head,  the  individual  entrusted 
with  the  execution  of  the  poUcy  determined  by  the  Board  and  with 
the  duties  of  administration  and  management. 

Capital  and  Capitalization. — The  capital  of  the  South  African 
railways  has  been  derived  from  three  different  sources,  namely, 
from  loan  funds,  from  general  revenue,  and  from  railway  earnings. 
The  great  bulk  of  the  railway  capital  has  been  secured  by  means  of 
government  loans,  and  since  the  establishment  of  the  Union  that 
has  been  practically  the  only  method  of  obtaining  capital  for  the 
construction  of  new  lines  or  of  new  works  on  existing  Hues. 

Prior  to  the  Union  substantial  sums  of  money  were  contributed 
to  the  capital  fund  of  the  railways  from  general  revenue  and  rail- 
way earnings.  At  the  establishment  of  the  Union  the  contributions 
from  railway  earnings  had  amounted  to  £4,358,591,  and  the  sum  of 
£13,014,186  had  been  contributed  by  the  colomal  governments  to- 
il O.Y.B.  1919,  p.  794. 
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wards  the  capital  expenditure  of  the  railwa3^s  and  harbours  from 
general  revenue. ^^  On  the  railway  capital  derived  from  railway 
earnings  no  interest  is  paj^able,  but  in  respect  of  the  contributions 
from  general  revenue  and  loan  funds  interest  is  paid  into  the  ConsoU- 
dated  Revenue  Fund  by  the  Railway  administration. 

At  the  time  of  Union  the  capital  entitled  to  interest  amounted  to 
£75,100,228.  By  March  31,  1919,  the  capital  had  been  increased  to 
£93,908,143,^^  representing  an  increase  of  £18,807,915  or  25  per  cent, 
as  compared  with  an  increase  of  35  per  cent,  in  the  mileage  of  open 
Hnes.  In  1918-19  the  interest  charge  amounted  to  £3,213,842, 
involving  an  average  rate  of  interest  of  3.4  per  cent. 

In  resj)ect  of  capitalization  the  South  African  railways  show  a  very 
low  figure.  The  average  capitaHzation  of  the  Union  railways  was 
£9,841  per  mile  in  1919,  as  comj)ared  with  about  £13,000  in  the 
United  States,  £23,000  in  Prussia,  and  £56,000  in  Great  Britain.^* 
There  are  several  causes  for  this  low  rate  of  capitaHzation  in  South 
Africa,  such  as  («)  the  low  price  of  land,  w^liich  renders  it  possible  to 
secure  the  right  of  way  and  terminal  facihties  at  small  expense,  (b) 
a  large  supply  of  cheap  unsldlled  labour  as  the  result  of  a  large  native 
population,  (c)  the  slight  density  of  track  mileage  in  view  of  the 
fact  that  the  Union  is  a  sparsely  populated  country,  (d)  the  narrow 
gauge  prevailing  in  South  Africa  (the  standard  gauge  being  3  ft. 
6  in.,  and  the  2  ft.  gauge  being  used  in  the  case  of  some  branch 
hnes),  and  (e)  the  low  interest  charge  of  capital  during  the  period  of 
construction. 

Financial  Results. — Regarding  the  degree  of  conformity  of  the 
financial  results  with  the  principles  or  policy  advocated  in  respect  of 
a  particular  industry  as  the  measure  of  success  of  government  owner- 
ship, the  South  African  railways  will  be  deserving  of  inclusion  in 
the  hst  of  successful  government  industries  if  over  a  period  of  ten 
years  an  approximate  balance  of  revenues  and  expenditures  is 
attained  and  if  uniformity  of  rates  has  been  realised  within  such  a 
period. 

The  first  decade  of  government  ownership  of  railways  in  the  Union 
of  South  Africa  (1910-20)  is  not  to  be  subjected  to  a  rigid  test  of 
success,  inasmuch  as  it  has  proved  to  be  most  inappropriate  for 
scientific  investigation  as  to  success  or  failure  for  a  two-fold  reason. 
In  the  first  place,  the  initial  years  marked  the  transition  from  the  old 
Colonial  pohcy  of  maximum  profits  to  the  new  Union  poHcy  of 

12  Quarterly  supplement  to  Union  i*  Johnson  and  van  Metre  :  Principles 
Statistics,  Oct.    1920,  p.   74.                             of    Railroad    Transporhition-,     pp.     Ill, 

13  0.Y.B.   1919,  pp.   812  and  868.  112  and  428. 
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balancing  revenues  and  expenditures  ;  and,  secondly,  the^  read- 
justment was  no  sooner  accomplished  than  the  European  War 
appeared  on  the  scene,  which  occasioned  a  serious  disturbance  in 
traffic,  trade  and  costs,  and  effected  the  inconvenient  disorganiza- 
tion of  the  railway  finances.  Taking  into  consideration  the  power- 
ful counteracting  forces  set  in  motion  by  the  World  War,  the  test 
of  success  of  government  ownership,  in  its  application  to  the  South 
African  railways  during  the  decade  in  question,  needs  to  be  modi- 
fied so  as  to  accord  with  the  abnormal  circumstances  and  conditions . 
Subject  to  such  warranted  modification  the  test  of  success  may  be 
construed  as  prescribing  merely  reasonable  conformity,  under  the 
stress  of  abnormal  influences,  with  the  principles  enunciated  in  the 
Union  Constitution.  Any  deviation  that  is  justified  by  war  condi- 
tions, as  testified  by  similar  tendencies  all  over  the  world,  will  not 
be  discounted  at  its  face  value,  but  allowances  will  be  made  as  nearly 
as  possible  in  proportion  to  the  needs  of  the  case. 

(1)  The  Period  of  Reorganization  (1910-1913). — The  first  pro- 
blem of  the  railway  authorities  was  the  gradual  ehmination 
of  the  colonial  practice  of  using  the  State  railways  as  agencies  of 
taxation.  The  policy  of  making  gradual  reductions  in  rates  and 
fares  until  the  approximate  balancing  of  revenues  and  expendi- 
tures had  been  accomplished  was  initiated  at  an  early  stage.  Reduc- 
tions were  made  in  compariatively  rapid  succession.  By  the  end 
of  1912  provision  had  been  made  for  the  surrender  of  railway  revenue 
to  the  extent  of  £1,336,500  per  annum,  based  on  the  volume  of 
traffic  at  the  time,  and  distributed  as  follows  : — 

£ 


Passengers             

149,000 

Goods  and  vehicles 

1,076,500 

Live  stock... 

45,000 

Parcels 

16,000 

Private  sidings  charges  ... 

50,000 

Total 

£1,336,500 

Besides  the  general  reductions  mentioned  above,  casual  reductions 
in  rates  were  being  made  continually.^^ 

The  most"  striking  feature  of  the  results  of  operation  during  the 
period  under  review  was  the  extraordinary  increase  in  the  passenger 
and  parcels  receipts  year  by  year  since  the  establishment  of  the 
Union,  notwithstanding  the  substantial  reductions  in  fares. 

15S.A.  Year  Book,  1914,  p.  470. 
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Railway  Earnings  i 

DTTRING     THE    PERIOD    FROM 

1910-1913.  '« 

Head  of  Revenue. 

1910. 

1911. 

1912. 

1913. 

£ 

£ 

£ 

£ 

Passengers 

2,812,577 

3,078,300 

3,308,347 

3,377,243 

Parcels 

288,555 

316,889 

338,841 

361,017 

Goods    and    Minerals    (other 

than  Coal) 

6,463,161 

6,150,428 

6,130,732 

6,044,619 

Coal    ... 

2,017,130 

2,014,242 

1,969,182 

1,890,793 

Live  stock     ... 

384,802 

388,595 

388,086 

379,287 

Other  Traffic  Receipts 

99,370 

100,022 

77,793 

77,653 

Miscellaneoiis 

291,937 

280,789 

273,376 

258,143 

Total      £  12,357,532   12,329,265   12,486,357    12,388,755 

The  passenger  receipts  for  1913  showed  an  increase  of  about  20 
per  cent,  over  those  for  1910,  and  the  parcels  receipts  were  enhanced 
by  about  25  per  cent.  These  increases  are  to  be  attributed  in 
considerable  measure  to  greater  density  of  traffic  as  the  result  of 
lower  fares.  For  example,  the  additional  passenger  earnings  had 
involved  an  increase  of  26  per  cent,  in  the  number  of  passenger- 
train  miles,  as  compared  with  an  increase  of  17  per  cent,  in  the 
mileage  of  open  line. 

The  goods  receipts,  however,  were  more  seriously  affected  by  the 
reductions  and  the  constant  displacement  of  oversea  import  trade  by 
that  in  domestic  products,  as  the  new  railway  authorities  had  for- 
mulated preferential  rates  on  South  African  produce  and  manu- 
factures. There  was  a  decUne  of  about  6|  per  cent,  in  the  earnings  on 
goods  and  mineral  traffic.  This  dechne  in  revenue  was  not  due  to  a 
reduction  in  the  tonnage  carried  by  the  railways,  but  was  the  result 
of  two  factors  which  were  becoming  more  and  more  important  every 
year  in  their  effect  on  the  earnings  from  goods  and  minerals,  namely, 
the  reduction  of  rates  and  the  increased  proportion  of  low-rated 
traffic,  i.e.   South  African  products,   handled  by  the  railways.^^ 

The  foregoing  table  indicates  the  very  slight  difference  in  the  total 
railway  earnings  of  the  four  respective  years.  The  revenue  was  com- 
paratively stationary  during  the  entire  period,  notwithstanding  the 
fact  that  by  the  end  of  1913  the  mileage  of  line  had  been  increased 
by  1 7  per  cent,  since  the  date  of  Union — 8,282  miles  as  compared  with 
7,041  miles. ^^  The  revenue  accruing  from  the  operation  of  the 
new  Unes  was  virtually  balanced  by  the  reduction  in  the  revenue 
from  the  existing  lines. 

16  Q.A.     of    Union     Stati.'sties,     Oct.,  i''  Report  of  General  Manager  for  1912. 

1920,  p.   73.  18  0.Y.B.   1919,  p.   791. 
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In  1913  the  passenger  receipts  represented  27.2  per  cent,  of 
the  total  receipts,  goods  and  minerals  (other  than  coal)  contributing 
48.8  per  cent,  and  coal  16.07  per  cent. 

While  the  railway  earnings  were  j^ractically  stationary  during  the 
four-year  jjeriod  under  consideration,  the  ordinary  operating 
expenditure  and  renewal  charges  were  subject  to  a  steady  increase, 
as  illustrated  by  the  table  following  : — 

Railway  Expenditure^''  from  1910  to    1913. 


Head  of  Expenditure. 

1910. 

1911. 

1912. 

1913. 

£ 

£ 

f 

f 

Maintenance    of    Permanent 

Way  and  Works 

1,222,288 

1,257,920 

1,362,233 

1,433,617 

Maintenance  of  Rolling  Stock 

1,197,710 

1,310,088 

1,405,253 

1,585,922 

Running  Expenses  ... 

1,641,247 

1,698,590 

1,796,067 

2,008,316 

Traffic  Expenses 

1.378,164 

1,510,545 

1,638,932 

1,791,640 

Genera]  Charges  and  Super- 

annuation ... 

564,955 

426,271 

394,817 

492,498 

Cartage 

199,794 

224,496 

239,330 

241,917 

Total     Ordinary     Operating 

Expendittu-e 

6,104,158 

6,427,910 

6,836,632 

7,553,910 

Relaying,  Strengthening,  etc. 

— 

— 

176,127 

230,073 

Depreciation  : 

Permanent  Way  &  Works 

282,001 

334,675 

355,158 

367,493 

Rolling  Stock        

476,525 

678,981 

744,757 

813,214 

Total  Renewals 

758,526 

1,013,656 

1,276,042 

1,410,780 

Total  Operating  Expenditure         6,862,684         7,441,-566         8,112,674         8,964,690 

The  total  operating  expenditure  was  subject  to  an  increase  of 
25.6  per  cent.,  which  compares  favourably  with  an  increase  of  28 
per  cent,  in  the  number  of  passengers  carried,  16  per  cent,  in  the 
tonnage  of  revenue  earning  freight,  30.8  per  cent,  in  train  and  engine 
mileage,  and  17  per  cent,  in  mileage  of  line.  In  respect  of  renewal 
and  depreciation  charges,  a  very  substantial  increase  is  to  be  noted, 
namely,  £652,254  or  86  per  cent.  This  is  to  be  attributed  to  the 
fact  that  the  large  surpluses  diu-ing  the  first  three  years  of  the 
Union  enabled  the  railway  administration  to  make  larger  contiibut- 
tions  to  the  renewals  fund.  In  1913  the  total  renewal  charges 
represented  slightly  more  than  11  per  cent,  of  the  total  receipts 
and  1.7  per  cent,  of  the  total  capital  investment. 

Thus,  the  rise  in  the  operating  expenditure  is  accounted  for  partly 
by  the  increase  in  the  mileage  of  line  worked,  partly  by  the  greater 

19S.Y.B.   1914-16,  p.   162. 
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density  of  traffic,  and  partly  by  the  more  liberal  provision  for  depre- 
ciation and  renewals. 

The  operating  ratio  had  undergone  a  considerable  increase  during 
this  period.  In  1910  it  was  55.5  per  cent.,  which  is  an  exceptionally 
low  ratio,  but  by  1913  it  had  risen  to  72.3  per  cent.  This  great 
increase  in  the  operating  ratio  is  the  result  of  the  reductions  in 
rates  and  fares  which  caused  the  revenue  to  be  practically  stationary, 
whereas  the  operating  expenditure  was  enhanced  by  the  above- 
mentioned  factors.  The  increase  in  the  operating  ratio  was  not  a 
source  of  concern  or  anxiety  to  the  railway  administration,  since  it 
was  an  inevitable  adjunct  of  the  new  railway  polic3^ 

The  financial  results  of  this  period  of  reorganization  may  be 
summarised  in  tabular  form  in  the  following  manner  : — 

Heading                                     1910.  1911.  1912.  1913. 

£  £  £  £ 

Net  Income 5,565,905  5,063,302  4,485,564  3,322,556 

Interest          2,401,143  2,426,973  2,619,470  2,751,314 


Net  Profit      ...  £3,164,762         2,636,329         1,866,094  571,242 

The  cofttinuous  diminution  in  the  net  income  is  not  to  be  con- 
strued as  the  result  of  state  maladministration,  but  as  the  result  of  a 
systematic  attempt  to  carry  into  effect  the  cost  principle  specified  in 
the  Union  Constitution.  In  1910  the  net  profit  was  4.2  per  cent.,  in 
1911  3.10  per  cent.,  in  1912  2.35  per  cent.,  and  in  1913  .69  per  cent. 
The  average  net  profit  earned  by  the  Prussian  state  railways  prior 
to  the  war  was  about  3  or  3i  per  cent. 

The  specific  proviso  in  the  Union  Constitution  that  the  necessary 
administrative  and  financial  arrangements  for  the  execution  of  the 
new  railway  policy  were  to  be  made  within  four  years  from  the 
date  of  Union  was  practically  complied  with  by  the  end  of  1913.  The 
net  profit  of  4.2  per  cent,  in  1910  had  been  reduced  to  a  fraction  of 
one  per  cent,  by  1913.  The  approximate  balance  of  revenues  and 
expenditures  had  been  secured,  leaving  a  net  profit  large  enough  to 
meet  the  deficit  that  had  become  a  customary  result  of  harbour 
administration.  The  harbours  had  been  associated  with  the  rail- 
ways under  the  South  Africa  Act  for  purposes  of  control  and  admin- 
istration, and  as  the}^  represented  a  losing  proposition  most  of  the 
time,  the  railways  were  required  to  yield  a  small  profit  sufficient  to 
cover  the  harbour  deficit.  The  year  1913,  may  therefore  be  regarded 
as  marking  the  completion  of  the  readjustment  and  reorganization. 

The  results  of  this  period  of  reorganization  serve  as  an  indication 
of  the  possibihties  of  railway  administration  in  South  Africa  in 
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normal  times  under  conditions  of  maximum  exploitation.  Taking 
the  financial  results  of  the  first  two  years,  1910  and  1911,  when 
the  reduction  of  fares  and  rates  had  not  yet  diffused  its  effects 
to  any  marked  extent  over  the  railway  accounts,  the  South  African 
railways  are  found  to  be  on  a  par  with  the  Prussian  state  railways  in 
respect  of  financial  success  ;  and  the  Prussian  railways  are  regarded 
as  the  most  striking  example  of  successful  government  ownership 
of  railways. 

The  ability  of  the  South  African  railways  to  earn  substantial 
profits  in  the  absence  of  constitutional  restrictions  on  the  earning 
power  of  the  system  has  been  sufficiently  demonstrated  in  the 
foregoing  pages.  In  its  application  to  the  first  four  years  of  Union 
railway  administration,  the  test  of  financial  success  prescribes  an 
apjDroximation  of  revenue  and  expenditure  by  the  end  of  the  fom^th 
year.  Such  has  been  attained  within  reasonable  and  safe  limits,  and 
therefore  the  Union  railways  are  deserving  of  being  termed  a  success- 
ful state  enterprise  in  respect  of  its  reorganization.  Henceforth 
the  test  of  success  would  be  the  ability  of  the  railway  authorities 
to  retain  the  approximate  balance  of  earnings  and  expenses. 

2.  The  War  Period  (1914-1918).— The  outbreak  of  the  European 
War  in  1914  marked  the  inauguration  of  a  long  period  of  abnormal 
conditions,  occasioning  a  serious  disturbance  in  the  cost  of  operation 
as  well  as  in  trade  and  traffic.  The  intensity  of  this  disturbance 
has  indeed  varied  in  different  countries,  but  on  the  whole  it  has 
been  a  world-wide  phenomenon,  affecting  the  railway  finances  of 
countries  in  the  remotest  corners  of  the  globe.  In  an  effort  to  balance 
revenues  and  expenditures,  various  expedients  were  devised  by 
railway  authorities  all  over  the  world  according  to  the  conditions 
prevailing  in  any  particular  country.  The  expedients  most  com- 
monly adopted  were  the  following  : — 

[a)  augmenting  the  revenues  by  increases  in  rates  and  fares  ; 

(6)  making  smaller  appropriations  for  depreciation  and  renewals 
in  the  hope  that  a  speedy  cessation  of  hostilities  will  restore 
normal  conditions  ;  and 

(c)  reducing  train  mileage. 

At  different  times  all  of  these  expedients  were  adopted  by  the  rail- 
way authorities  in  South  Africa. 

The  rise  in  the  cost  of  operation  can  be  presented  most 
satisfactorily  in  tabular  form,  hence  the  table  on  the  following  page. 

During  the  period  from  1914  to  1918-19  the  total  operating 
expenditure  was  enhanced  by  £4,042,962,  or  45  per  cent.,  as  com- 
pared with  an  increase  of  12|  per  cent.,  in  open  mileage,  4.7  per  cent. 
in  train   mileage,  22.9  per  cent,  in  the  number  of  passengers  carried, 
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and  17  per  cent,  in  the  tonnage  of  revenue -earning  traffic.  It  is 
apparent,  therefore,  that  there  has  been  a  considerable  net  increase  in 
operating  expenditure  due  to  a  rise  in  the  cost  of  operation,  the 
increase  in  expenditure  being  only  partly  accounted  for  by 
the  increase  in  open  mileage  and  in  density  of  traffic.  The  rise 
in  the  cost  cf  operation  during  this  period  maj^  be  attributed  to 
the  war  bonus,  the  increased  cost  of  Indian  and  native  labour,  the 
rise  in  the  scale  of  pay  of  guards,  drivers,  and  cleaners,  and  the 
enhanced  cost  of  railway  suppUes. 

The  war  bonus  was  an  item  of  comparative  insignificance  until  the 

latter  half  of  1918,  when  the  recommendations  of  the  Public  Service 

Commission  of  Inquiry  were  put  into  effect  and  an  elaborate  war 

bonus   system   was  instituted,    with   retrospective   effect   as   from 

Railway  Operating   Expenditures-'^  from    1914  to    1918-19. 


1    April, 
1917  to 

Head  of  Expenditure. 

1914. 

1915. 

1916. 

31  March, 
1918.21 

1918-19. 

Maintenance  of  Perman- 

£ 

£ 

£ 

£ 

£ 

ent  Way  and  Works  . . . 

1,326,305 

1,351,044 

1,598,099 

1,851,049 

2,063,156 

Maintenance    of    Rolling 

Stock     

1,425,881 

1,469,229 

1,652,180 

1,941,708 

2,131,111 

Running  Expenses 

2,059,509 

2,068,563 

2,394,485 

2,515,693 

2,641,455 

Traffic  Expenses 

1,809,708 

1,793,104 

2,002,747 

2,290,150 

2,513,988 

General       Charges       and 

Superannuation 

404,126 

381,244 

383,650 

429,506 

441,450 

Cartage     ... 

199,737 

208,693 

220,570 

257,710 

292,836 

Total  Ordinary  Operating       7,225,266     7,271,877     8,251,731     9,285,815  10,083,996 

Expenditiire    ... 
Relaying,     Strengthening 

etc         220,132        227,429        134,542  93,844        155,279 

•   Depreciation        1,394,810        363,336        505,500     1,438,009     1,441,598 


Total  Renewals  ...        1,614,942        590,765        640,042     1,531,853     1,596,877 

Net    Debit    against    Net 

Revenue  Aecoimt  22  ...  81,534        118,816        274,383        463,419     1,283,831 


Total  Operating  Expen- 
diture  ... 


8,921,742     7,981,458     9,166,156  11,281,087   12,964,704 


ZOO.Y.B.   1919,  pp.   810-812. 

21  The  period  of  3  months  from 
January  1,  1917,  to  March  31,  1917, 
marked  the  period  of  transition  from 
the  calendar  year  to  the  financial  year 
as  the  basis  of  the  railway  accounting 
system. 

22  This  net  debit  against  the  net 
revenue  account  comprises  the  charges 


in  respect  of  war  bonus,  half-pay  of 
employees  on  active  service,  lines 
leased  from  private  companies,  and 
miscellaneous  items  of  expenditure, 
minus  certain  miscellaneous  receipts 
wliich  are  credited  to  that  accovmt. 
The  table  is  constructed  in  this  manner 
on  account  of  the  lack  of  detailed 
statistics. 
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1  April,  191S,  occasioning  an  additional  expenditure  of  over 
£1,000,000.  It  was  decided  to  regard  these  temporary  allowances  as 
a  debit  against  the  net  revenue  account  and  not  as  an  element  in  the 
operating  expenditure. 

The  rise  in  operating  cost  would  have  been  larger  if  travelling 
restrictions  had  not  been  introduced  and  economy  in  train  mileage 
secured  in  that  way.  The  railway  authorities  were  obliged  to  curtail 
travelling  facilities  in  view  of  the  limited  rolling  -stock  resources  at 
their  command  and  in  view  of  the  fact  that  the  means  of  adequate 
replenishment  were  cut  off.  •  It  became  imperative  to  reduce  train 
mileage  as  far  as  possible,  and  the  adoption  of  a  policy  involving 
the  curtailment  of  the  passenger  service  as  well  as  the  entire  with- 
drawal of  excursion  trains  and  fares,  was  reluctantly  decided  upon. 
It  was  estimated  that  this  pohcy  resulted  in  a  saving  of  800,000 
train  miles  during   1917."^ 

In  respect  of  depreciation  a  small  appropriation  had  been  made 
in  1915,  as  there  had  been  a  deficit  of  £191,000  at  the  end  of  1914  due 
to  a  decline  in  earnings  occasioned  by  the  outbreak  of  the  war  and 
the  South  African  rebellion.  However,  the  tide  changed,  the 
railway  accounts  showing  a  surplus  of  £1,310,380  at  the  end  of  1915, 
so  that  on  March  31,  1916,  a  special  appropriation  of  £958,497  was 
made  to  the  Renewal  Fund  from  the  profit  for  the  year.^^  In  view 
of  this  special  appropriation  from  the  profit  for  the  year  1915-16,  the 
ordinary  appropriation  in  respect  of  renewals  for  1916  was  likewise 
smaller  than  in  ordinary  years,  namely  £640,042,  as  compared 
with  £1,410,780  in  1913. 

The  reduction  in  depreciation  charges  formed  a  part  of  the  general 
pohcy  of  economy  and  was  resorted  to  in  the  hope  that  a  speedy 
cessation  of  hostilities  would  restore  normal  conditions.  By  1917, 
however,  it  was  apparent  that  the  war  was  destined  to  continue  for 
some  time,  and  as  the  year  1916  had  jdelded  a  net  profit  of  £988,750. 
it  was  decided  to  return  to  normal  expenditures  on  renewals 
the  rates  and  fares  having  been  increased  to  yield  more  revenue. 

During  the  period  from  1914  to  1918-19  the  railway  earnings 
showed  an  increase  of  32  per  cent.,  as  compared  with  an  increase  of 
45  per  cent,  in  the  case  of  the  total  operating  expenditure. 


23  Board  of  Trade   Journal,   May    16,  2^  O.Y.B.   1918,  p.  659. 

1918,  p.  619. 
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Railway  Eabnings^s  from  1914  to  1918-19. 

Head  of  Revenue. 

1914. 

1915. 

1916. 

1917-18. 

1918-19. 

£ 

£ 

£ 

£ 

£ 

Passengers 

3,190,366 

3,457,086 

3,443,323 

3,801,928 

4,210,159 

Goods  and  Minerals  (other 

than  Coal) 

5,396,131 

5,651,294 

5,808,660 

5,932,736 

6,517,038 

Coal           

1,842,809 

1,776,100 

2,815,244 

3,152,412 

3,083,204 

Live  Stock 

448,995 

596,983 

466,683 

524,921 

520,315 

Parcels 

362,900 

352,322 

338,479 

369,838 

397,235 

Other  Traffic  Receipts    . . . 

77,868 

79,479 

77,935 

80,477 

80,548 

Miscellaneous  Receipts 

254,135 

284,626 

306,743 

453,548 

473,780 

Total    11,573,204  12,197,890  13,257,067  14,315,860  15,282,279 

The  year  1914  shows  a  decHne  in  earnings  of  £815,551  in  com- 
parison with  1913,  as  a  result  of  the  disturbance  in  trade  and  traffic 
caused  by  the  outbreak  of  the  European  War  and  of  the  Soutli 
African  RebelHon.  Even  the  earnings  for  1915  were  £190,865  less 
than  those  for  1913.  In  1916,  however,  the  earnings  were  increased 
by  more  than  £1,000,000  over  those  for  1915.  This  increase  was 
mainly  due  to  the  enhanced  receipts  in  respect  of  the  coal  traffic,  in 
consequence  of  the  increased  demand  for  bunker  coal  and  the  imposi- 
tion of  a  special  surcharge  of  6s.  per  ton  on  all  coal  used  for  bunkering 
purposes.  In  1917-18  the  coal  receipts  were  stillfurther  enhanced  by 
an  additional  surcharge  of  4s.  per  ton  of  bunker  coal,  thus  making 
the  total  special  surcharge  on  bunker  coal  10s.  per  ton.  This  sur- 
charge was  imposed  in  view  of  the  fact  that  an  increase  in  the  bunker 
coal  rates  was  the  means  of  securing  additional  revenue  that  would 
least  affect  the  South  African  producer  and  consumer. 

In  Ma}^  1918,  the  financial  position  necessitated  further  increases, 
and  this  was  the  first  occasion  on  which  the  rates  on  internal  traffic 
were  advanced.  A  surcharge  of  2|  per  cent,  was  added  to  ordinary 
passenger  fares  and  5  per  cent,  to  season  tickets,  and  in  addition  a 
general  terminal  charge  was  levied,  varying  from  6d.  to  2s.  6d. 
per  ton  according  to  the  class  of  traffic.  On  account  of  the  reduction 
in  the  bunkering  trade  and  the  diversion  of  shipping  to  the  northern 
hemisphere  during  the  latter  stages  of  the  war,  as  also  of  the  greatly 
enhanced  cost  of  living  and  of  materials  after  the  Armistice,  it 
was  necessary  to  make  a  further  increase  in  January,  1919,  in  the 
form  of  a  surcharge  of  10  per  cent  on  goods,  live  stock,  and  parcels 
rates.  At  the  same  time,  the  opportunity  was  utilized  to  revise  the 
passenger  fares  and  adjust  anomalies  inherited  from  pre-Union 
days. 

25  0.Y.B.   1919,  p.  807. 
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The  increase  of  32  per  cent,  in  railway  earnings  during  the  period 
from  1914  to  1918-19  was  only  to  a  small  extent  the  result 
of  increased  rates  and  fares.  The  main  contributing  factor 
was  the  substantial  increase  in  traffic,  both  passenger  and 
freight  ;  namely,  an  increase  of  22.9  per  cent,  in  the  number  of 
passengers  carried,  21.5  per  cent,  in  the  tonnage  of  goods  traffic,  and 
14  per  cent  in  the  tonnage  of  coal  traffic. 

The  increase  of  traffic  was  the  result  of  a  marked  expansion  of 
internal  and  interprovincial  trade,  due  chiefly  to  the  growth  of 
agricultural  production  and  the  establishment  of  new  industries.  It 
was  a  remarkable  feature  that  a  heavy  decHne  in  imported  traffic 
had  been  counterbalanced  by  a  contemporaneous  increase  in  inter- 
nal traffic.  The  restriction  of  imports  in  consequence  of  limited  ship- 
ping accommodation  afforded  a  substantial  stimulus  to  domestic 
production.  The  class  of  traffic  carried  over  the  railways  had  thus 
undergone  a  change.  In  1911  low-rated  traffic  constituted  84  per 
cent,  of  the  total,  whereas  in  May,  1919,  the  percentages  were  92 
per  cent,  for  the  low-rated  traffic  and  8  per  cent  for  the  high-rated 
traffic.^*'  This  had  the  effect  of  depreciating  rates  and  reducing 
the  revenue  for  the  same  volume  of  traffic  handled,  thereby  altering 
the  relationship  of  revenue  earned  to  work  performed.  The  in- 
crease in  rates  in  respect  of  goods  and  mineral  traffic  was  counter- 
balanced by  the  increase  in  the  proportion  of  low-rated  traffic,  the 
average  earnings  per  ton  of  goods  carried  in  1918-19  being  even 
sHghtly  less  than  in  1914. 

Summary  of  Financial  Results  of  War  Period. — The  following 
table-^  shows  the  net  profit  or  loss  in  respect  of  the  operation  of 
the  railways  during  the  period  from  1914  to  1918-19  : — 

1  Jan. 
1917    to 
Heading  1914.  1915.  1916.        31  March,      1917-18.       1918-19. 

1917. 
££££££ 
Net  Income  2,651,462     4,216,432     4,090,911     1,133,549     3,034,773     2,317,576 

Interest        ...       2,842,486     2,919,552     3,102,162        778,669     3,216,525     3,213,842 

Net  Profit  or 

Loss  ...     -£191,024  £1,310,380      £988,750      354,880     -£181,752  -£896,267 

Taking  into  consideration  the  fact  that  the  large  profit  for  1915 
was  due  to  the  small  depreciation  and  renewal  charges  provided  for 
in  that  year  and  that  a  special  appropriation  of  £958,497  was  made 

26  Report    of    General    Manager    for  27  Q.Y.B.   1919,  pp.   809  and  812. 
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in  1916  to  the  Renewal  Fund  from  the  profit,  which  renders  it 
necessary  to  deduct  that  sum  from  the  profit  of  £1,310,380  for  1915 
in  an  effort  to  secure  a  comparable  basis,  the  financial  result  of  the 
operation  of  the  Union  railways  during  the  period  from  1914  to 
1918-19  proves  to  be  a  small  net  profit  of  £426,470. 

Under  normal  conditions  the  test  of  financial  success,  in  its 
apphcation  to  the  South  African  Railwaj^^s,  prescribes  an  approxi- 
mate balance  of  earnings  and  expenditures  and  comparative  uni- 
formity in  rates  and  fares  over  a  period  of  years.  In  respect  of  the 
War  period,  however,  the  test  of  financial  success  needs  to  be  modi- 
fied, in  view  of  the  abnormal  conditions,  and  is  to  be  interpreted  as 
prescribing  merely  an  approximate  balance  of  revenues  and  expendi- 
tures and  requiring  that  increases  in  rates  and  fares  be  not  excessive. 

With  regard  to  the  period  under  review  both  of  these  conditions 
have  been  fulfilled.  In  adding  up  the  profits  on  the  one  side  and  the 
losses  on  the  other,  realised  over  a  period  of  more  than  five  years, 
the  result  of  the  calculation  is  a  small  balance  of  £426,470  in  favour  of 
profits.  In  the  matter  of  rates  and  fares  the  increases  were  slight 
in  comparison  with  those  prevaihng  in  other  countries  at  the  time. 
At  the  end  of  the  war  period  the  increases  in  operation  in  South 
Africa  consisted  merely  of  : — (1)  a  general  advance  of  10  per  cent,  in 
passenger  fares  and  freight  rates,  and  (2)  a  special  surcharge  of  lOs. 
per  ton  on  all  coal  to  be  used  for  bunkering  purposes.  These  in- 
creases in  rates  and  fares  were  smaller  than  almost  anywhere  else  in 
the  world  at  the  time.  Thus  the  conclusion  may  be  justifiably 
drawn  that,  not  only  in  respect  of  the  period  of  reorganization,  but 
also  in  respect  of  the  war  period,  the  South  African  railways  have 
proved  to  be  deserving  of  being  termed  a  successful  state  enterprise. 

3.  The  Aiiennaih. — Expectations  that  the  termination  of  the  war 
would  be  followed  by  a  general  and  rapid  improvement  in  transporta- 
tion conditions  were  not  fulfilled.  The  war  period  had  its  own 
special  difficulties,  but  the  post- War  period  had  given  rise  to  others 
no  less  perplexing.  Throughout  the  greater  part  of  the  world  there 
has  been  constant  industrial  and  social  unrest — the  aftermath  of  the 
war.  Tliis  unrest  was  felt  in  South  Africa  in  a  lesser  degree  than  in 
other  parts  of  the  world,  but  the  Union  had  its  ovnx  problems,  as  it 
was  still  dependent  upon  oversea  countries  for  many  vital  necessities 
and  the  delay  in  obtaining  these  requisites  retarded  the  industrial 
development  as  well  as  the  equipment  of  the  railways  to  cope  with 
the  increasing  traffic  demands. 

The  magnitude  of  the  railway  development  during  the  first  decade 
of  the  Union  can  be  most  strikingly  illustrated  by  means  of  a  com- 
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parison  with  the  collective  figures  for  the  colonial  systems  in  1909, 
the  year  prior  to  the  Union  : — 

Increase.  Percentage. 

Open  Mileage                2,G50  miles.  39 

Train  Mileage 13,913,000  miles.  71 

Capital  Expenditure £23,342,000  32 

Passengers                      .32,541,000  116 

Goods  Traffic 3,346,000  tons.  90 

Coal  Traffic       2,516,000  tons.  49 

The  following  table^^  shows  the  gross  revenues  and  expenditures, 
and  the  deficits,  for  the  years  1919-20  and  1920-21  ;— 

Heading.  1919-20.  1920-21. 

£  f 

Gross  Expenditure 20,284,131  25,366,597 

Gross  Revenue  19,575,709  23,945,145 


Deficit  £708,422  £1,421,452 

The  expenditure  for  1919-20  exceeded  that  for  1918-19 
by  £3,571,152,  or  21  per  cent.,  and  in  1920-21  the  expenditure  was 
enhanced  by  a  further  25  per  cent.,  due  to  increased  rates  of  pay, 
additions  to  the  cost  of  living  allowances,  the  extension  of  the 
eight-hour  day,  and  the  enormously  enhanced  cost  of  railway 
supplies. 

With  a  view  to  meeting  this  extraordinary  increase  in  the  expendi- 
ture the  railway  authorities  were  obhged  to  resort  to  further  increases 
in  rates  and  fares.  In  November,  1919,  the  surcharge  on  goods, 
parcels,  and  live  stock  traffic  was  increased  from  10  to  25  per  cent., 
and  a  10  per  cent,  surcharge  was  imposed  on  passenger  fares.  In 
April,  1920,  the  former  surcharge  was  increased  from  25  per  cent, 
to  33 1  per  cent.,  wliile  that  on  passenger  fares  was  increased  from 
one-tenth  to  one-sixtJi.  At  the  same  time  a  consolidated  increase  of 
20s.  per  ton  over  pre-war  rates  was  introduced  in  respect  of  bunker 
coal,  and  a  consolidated  net  increase  of  2s.  2d.  per  ton  on  export 
coal.  In  July,  1920,  the  surcharge  on  bunker  coal  of  20s.  was  in- 
creased to  30s.  per  ton,  and  the  rates  for  export  cargo  coal  were 
increased  by  10s.  per  ton,  and  that  for  coal  for  bunkering  ships 
taking  full  cargoes  of  export  coal  was  increased  by  5s.  per  ton.  In 
October,  1920,  a  general  revision  of  the  rates  and  fares  was 
introduced,  the  main  objects  being  to  secure  additional  revenue  and 
to  place  the  tariffs  on  a  basis  adapted  to  the  altered  agricultural  and 
industrial  conditions  of  the  Union  and  conducive  to  its  economic 
development.    Estimates  show  that  at  the  end  of  1920  the  average 

'^  Q.A.  of  Union  Statistics,     July   1921,  p.  69. 


74  REVENUES. 

increase  for  all  kinds  of  traffic  was  approximately  58  per  cent,  above 
pre-war  rates.  If  the  increases  on  bunker  and  export  c6al  are 
excluded,  on  the  grounds  that  they  did  not  to  any  appreciable  extent 
affect  the  people  of  South  Africa,  the  average  increase  on  the  remain- 
ing traffic  was  approximately  42  per  cent. 

The  year  1920-21  proved  to  be  a  year  of  severe  trial  for  the  rail- 
way management.  In  view  of  the  deficit  of  £708,422  resulting  from 
the  operation  of  the  railways  during  1919-20,  the  management  had 
reluctantly  decided  to  make  a  further  advance  in  rates  and  fares.  It 
was  estimated  that  this  increase  would  yield  additional  revenue  to  the 
extent  of  £810,000,  and  a  small  surplus  was  expected  to  result.  How- 
ever, urgent  demands  were  made  by  the  railway  officials  and 
employees  for  a  further  increase  in  salaries  and  wages  on  account  of 
the  rise  in  the  cost  of  living  during  the  first  half  of  1920.  These 
demands  were  granted  and  involved  an  additional  expenditure  of 
about  £800,000.  This  necessitated  a  further  increase  in  rates 
and  fares,  which  was  estimated  to  yield  about  £1,000,000  in  revenue. 
Once  more  the  railway  authorities  reckoned  on  a  surplus  at  the 
end  of  the  year,  only  to  be  disappointed  again  and  confronted  with 
new  obstacles.  This  time  it  was  the  falling  off  in  the  traffic,  both 
passenger  and  freight.  The  reduction  in  imports  alone  involved  a 
loss  of  about  £900,000  in  railway  earnings.  The  depression  in  trade 
and  commerce  was  acute  and  necessitated  the  general  revision  of 
rates  referred  to  above.  However,  the  final  result  was  a  deficit  of 
£1,421,452. 

With  regard  to  the  year  1921-22  the  policy  of  the  railway  authori- 
ties is  to  diminish  the  operating  expenditure  rather  than  to  increase 
the  rates  and  fares,  which,  it  is  realised,  have  now  reached  the  stage 
where  any  further  increase  would  yield  practically  no  increase  in 
revenue.  The  estimated  expenditures  for  1921-22  are  less  than  the 
actual  expenditures  of  1920-21  by  about  £1,500,000.  In  respect  of 
certain  items  of  expenditure  economies  will  be  effected  to  the 
extent  of  £2,500,000,  of  which  the  most  important  are  : — 
£1,724,000  on  account  of  the  gradual  elimination  of  the  war  bonus, 
and  £498,000  in  respect  of  train  mileage  ;  but  in  other  ways  the 
expenditure  will  be  enhanced  by  about  £1,000,000.^^ 

On  the  other  hand,  the  estimated  revenues  for  1921-22  are  less  than 
the  actual  revenues  for  1920-21  by  about  £940,000.  This  is  to  be 
attributed  to  the  reduction  in  the  rates  on  bunker  and  export  coal 
with  a  view  to  retaining  the  coal  trade,  which  was  endangered  by 
foreign  competition,  and  to  the  renewed  decline  in  passenger  and 

29  Railway  Budget  Speech,  April  1921. 


RAILWAYS.  75 

goods  traffic.  If  the  year  1921-22  witnesses  a  sudden  revival  of  trade 
and  prosperity,  a  surplus  may  be  earned,  otherwise  another  deficit 
will  arise.  The  estimated  deficit  on  account  of  the  railways  is 
£792,622. 

The  deficits  have  been  carried  to  the  revenue  distribution  account 
and  are  to  be  paid  for  by  future  profits.  This  implies  that  for  a 
series  of  years  the  railways  will  be  operated  wdth  a  view  to  earning  a 
profit  in  order  to  liquidate  the  deficits  that  have  accumulated  as  a 
result  of  abnormal  conditions.  When  that  object  has  been  attained, 
the  railways  will  return  to  the  cost  principle  and  merely  aim  to  pay 
expenses.  It  must  be  borne  in  mind,  however,  that  the  railway 
deficits  are  somewhat  diminished  by  the  net  surpluses  earned  by 
the  harbours  and  steamships,  which  are  united  with  the  railways 
•under  one  management,  the  three  being  treated  as  one  enterprise 
from  the  point  of  view  of  administration.  For  example,  in  1920-21 
the  operation  of  the  railways  resulted  in  a  deficit  of  £1,421,452, 
whereas  the  harbours  and  steamships  yielded  a  joint  surplus  of 
£371,761,  leaving  £1,049,691  as  the  net  deficit  incurred  by  the 
Railway  and  Harbour  Administration. 

The  years  following  the  war  period  have  thus  proved  to  be  beset 
with  greater  difficulties  tlian  the  five  years  of  the  war  period  it- 
self. Whereas  the  railways  were  found  to  have  been  successful 
during  the  first  eight  years  of  the  first  decade  of  the  Union,  they 
have  become  a  losing  i^roposition  during  the  last  three  years.  This 
retrogression,  however,  is  the  result,  not  of  mismanagement  or 
change  in  management  or  political  interference,  but  of  a  series  of 
abnormal  conditions  which  have  been  reflected  in  railway  adminis- 
tration in  every  country  in  the  world.  Railway  deficits  have  be- 
come provetbial,  and  railway  rates  have  been  advanced  in  some 
countries  to  200  and  300  per  cent,  above  pre-war  level.  On  making 
a  comparison  between  the  rates  and  fares  prevaihng  in  South  Africa 
at  the  beginning  of  1921  and  those  prevaihng  in  other  countries 
at  the  same  time,  it  appeared  that  South  Africa  was  one  of  the 
countries  that  had  experienced  the  smallest  increases  in  rates  and 
fares.  In  the  light  of  such  a  comparison  and  in  view  of  the  facts 
that  the  deficits,  taken  altogether,  hardly  amount  to  the  net  profit  of 
1910,  the  first  year  of  the  Union,  the  conclusion  may  be  drawn 
that  the  South  African  railways  have  been  able  to  comply  with  the 
test  of  financial  success  within  reasonable  limits. 

In  view  of  the  cost  principle  serving  as  the  basis  of  the  railway  sys- 
tem and  the  requirement  that  all  railway  earnings  are  to  be  applied 
for  railway  purposes  only,  except  in  the  case  of  deficits  in  the  har- 
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bour  accounts,  the  railways  appear  to  be  of  no  fiscal  significance. 
Dui-ing  the  first  three  years  of  the  Union,  when  they  were  partially 
operated  on  the  f)rofit  principle  and  jdelded  large  surpluses,  the  sum 
of  £3,179,000  was  paid  over  to  the  Union  Treasury,  namely, 
£1,520,000  in  1910-11,  £1,159,000  in  1911-12  and  £500,000  in  1912- 
13.^^  However,  after  the  completion  of  the  readjustment  in  1913, 
any  surplus  earned  was  to  be  paid  into  the  equalization  fund  ;  so 
that  the  railways  are  practically  isolated  from  the  fiscal  system  of 
the  Union. 

On  the  other  hand,  interest  is  paid  to  the  Treasury  by  the  Railway 
and  Harbour  Administration  on  a  sum  of  £13,138,263  (in  1920)  which 
represents  railway  capital  raised  from  general  revenue  by  the  Colonies 
prior  to  the  estabhshment  of  the  Union  ;  so  that  the  Treasury 
receives  annually  from  the  railways  and  harbours  an  amount  of. 
about  £450,000  which  may  be  classified  as  an  item  of  commercial 
revenue.  Since  1913  this  is  the  sole  revenue  accruing  to  the  Union 
Treasury  from  the  railways  and  harbours,  and  as  such  it  is  not  of 
the  nature  of  a  profit  earned  by  those  enterprises  but  is  really  interest 
on  the  investment  of  the  surplus  revenues  of  the  constituent  Colonies. 


J'S.Y.B.   lOU-lo,  p.   162. 
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Harbours,   Steamships,   Post   Office,  Telegraphs   and  Tele- 
phones, Land  Bank. 

{1)  Harbours. 

The  harbours,  ports,  and  lighthouses  of  the  Union  of  South 
Africa  are  owned  and  managed  by  the  Union  Government.  They 
iire  associated  under  the  South  Africa  Act  with  the  railways  of  the 
Union  for  the  purposes  of  control  and  administration,  and  financially 
are  upon  the  same  footing  as  the  railways  in  accordance  with  the 
provisions  of  the  constitution  dealing  with  the  Railway  and  Harbour 
Fund.  The  management  and  operation  of  the  railways  and  har- 
bours are.  subject  to  the  control  of  the  IVIinister  of  Railways  and 
Harbom's,  vested  in  the  General  Manager  of  Railways  and  Harbours, 
who  is  governed  by  such  regulations  as  the  Minister  may  from  time 
to. time  frame  after  consultation  with  the  Railway  and  Harbour 
Board. ^  These  are  the  sole  enterprises  of  the  Union  Government 
which  are  conducted  in  accordance  with  commercial  principles, 
and  in  respect  of  which  a  separate  budget  is  submitted  to  Parlia- 
ment ;  and  from  the  administrative  point  of  view  they  are  to  be 
regarded  as  one  enterprise. 

There  is  only  one  aspect  of  administration  with  regard  to  which 
provision  was  made  in  the  case  of  harbours  and  not  in  the  case  of 
railways,  namely,  the  institution  of  advisory  boards.  Each  advisory 
board  consists  of  seven  members,  one  member  to  be  nominated  by 
the  Municipal  Council  of  the  town  at  which  the  harbour  is  situated, 
three  by  the  Chamber  of  Commerce  of  such  town,  and  the  remaining 
three  members  by  the  Governor-General.  In  the  nomination  of  the 
last  mentioned  three  members,  one  is  selected  with  a  view  to  repre- 
sentation of  the  shipping  interest,  and  one  to  the  representation  of 
the  persons  paying  wharfage  or  landing,  shipping,  or  transhipping 
dues  at  the  harbour.^  The  main  function  of  these  boards  is  to 
advise  the  Administration  upon  any  matter  affecting  the  interest  or 
welfare  of  the  respective  harbours  ;  the  construction,  maintenance, 


1  Act  17  of  1916,  sec.  2.  2  Act  22  of  1916.  sec.  41  (1). 
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and  upkeep  of  harbour  works  ;  the  landing,  shipping,  and  tranship- 
ping of  cargo  ;  the  charges  upon  goods  and  upon  shipping,  etc. 
By  the  institution  of  the  advisory  boards  provision  has  been  made 
for  responsiveness  to  pubhc  opinion  to  the  extent  indicated  above. 

Capital  Expenditure. — The  total  capital  expenditure  incurred  in 
connection  vvith  the  harbours  of  the  two  coastal  provinces  of  the 
Union,  the  Cape  of  Good  Hope  and  Natal,  amounted  to  £10,259,180^ 
on  March  31,  1919.  At  the  estabhshment  of  the  Union  in  1910,  the 
sum  of  £11,399,523^  had  been  expended  on  capital  account  in 
respect  of  the  harbours  of  the  two  coastal  colonies,  but  in  September, 
1916,  assets  to  the  value  of  about  £2,000,000  were  transferred  from 
the  Harbour  Capital  Account  to  the  Railway  Capital  Account. 
During  the  period  from  1910  to  1919  the  new  capital  expenditure 
on  harbours  incurred  by  the  Union  Government  amounted  merely 
to  about  £1,000,000,  the  colonial  governments  having  attended  to 
the  main  development. 

Financial  Results.— In  the  case  of  the  harbours,  as  with  the  rail- 
ways, the  Union  Constitution  prescribed  the  adoption  of  business 
methods  in  the  management  and  operation  thereof,  and  of  the  cost 
principle  as  the  basis  of  the  financial  policy ;  but  whereas  the  colonial 
railways  had  yielded  substantial  profits  which  were  to  be  disposed 
of  by  reductions  in  rates  and  fares,  the  harbours  had  yielded  deficits 
from  year  to  year. 

Assuming  as  the  basis  of  sound  judgment  the  axiom  that  the  suc- 
cess of  a  public  industry  depends  on  the  degree  in  which  the  finan- 
cial results  accord  with  the  prescribed  policy,  the  South  African 
harbours  may  be  regarded  as  a  successful  government  enterprise  if 
over  a  period  of  ten  years  an  approximate  balance  of  revenues  and 
expenditures  has  been  attained.  In  view  of  the  fact,  however,  that 
the  first  decade  of  the  Union  is  not  suitable  for  the  application  of 
this  test  of  success  on  account  of  the  reorganisation  during  the 
first  five  years  and  the  abnormal  war  conditions  of  the  latter  half, 
a  modification  of  the  test  is  required,  which  is  to  be  interpreted 
as  implying  the  attainment  of  the  approximate  equalization  of  re- 
venue and  expenditure  within  a  reasonable  period  after  the  estabhsh- 
ment of  the  Union  and  the  maintenance  of  the  equalization  for  the 
remainder  of  the  decade. 

Revenue. — The  following  table^  shows  the  earnings  of  the  Union 
harbours  over  a  period  of  years  and  the  yield  of  the  various  dues 
and  charges  that  are  levied. 

5  0.Y.B.  1919,  p.  769.  5  o.Y.B.  1918,  p.  619,  and  O.Y.B* 

4S.Y.B.  1914-15,  p.  183.  1919,  p.  770. 
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76,339 
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3,175 

46,717 

43,739 
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Head  of  Revenue.  1912.  1914.  1916.         1917-18.       1918-19. 

£  £  £                   £                    £ 

Dues  on  Ships 104,206  120,531  136,364         141,245         103,759 

Dues  on  Goods  and  Live 

Stock 280,056  244,572  363,253        475,300        583,133 

Charges  for  Water         ...  15,836  20,005  19,815          25,284           13,952 
Charges     for     Tugs     and 

Lighters            47,328  44,281  74,114 

Landing,     Shipping     and 

Transhipping  Charges  355,251  398,391  282,741 
Charges  for  : 

Cranage  Services         ...  30,050  30,982  34,151 

Drj' Dock  and  Ships  .-...  18,750  10,346  17,066 

Coaling  Operations     ...  42,449  43,162  47,618 
Rents  and  Miscellaneous 

Revenue                        ...  53,113  64,061  56,470          63,994          28,742 

Total     £947,039      £976,331  £1,031,592      £926,778      £939,340 

In  view  of  the  recurring  deficits  in  respect  of  the  administration 
of  tlie  harbours,  the  dock,  harbour,  and  port  dues  were  increased  by 
25  per  cent,  in  June,  1916.  As  from  September  1,  191G,  a  completel}^ 
revised  tarift'  of  harbour  dues  and  charges  at  the  principal  ports  of  tlie 
Union  was  instituted,  with  a  view  to  ensuring  that  the  harbours 
collectively,  as  apart  from  the  railways,  shall  be  self-supporting, 
and  to  reconciling  as  far  as  practicable  the  port  and  harbour  charges 
in  such  manner  as  to  render  them  equally  fair  in  their  incidence  to  the 
coastal  and  the  inland  consumer.'^  As  a  result  of  these  and  sub- 
sequent changes,  the  dues  on  goods  and  live  stock  yielded  a  con- 
siderable increase  in  revenue  from  1916  onwards. 

The  year  1 91 6  witnessed  a  further  important  adjustment 
in  regard  to  harbour  finance.  The  earnings  and  expenses  in 
connection  with  shore  work  at  the  harbours,  which  were  previously 
included  in  the  harbour  accounts,  were  included  in  the  railwaj^ 
accounts  as  from  September  1,  1916.  This  resulted  in  a  substantial 
reduction  in  harbour  revenue  from  landing,  shipping,  and  tranship- 
ping charges  in  1916,  and  in  its  virtual  disappearance,  from  1917- 
18.  Thus,  in  spite  of  the  increase  in  the  charges  and  dues,  the 
harbour  revenue  for  the  financial  year  1918-19  was  even  slightly 
less  than  the  revenue  for  the  year  1912,  on  account  of  the  transfer 
of  certain  harbour  revenues  to  the  railway  account. 

Expenditure. — The  following  table  ^  shows  the  amount  and 
character  of  the  operating  expenditure  on  the  harbours  : — 

6  Board  of  Trade  Journal,  Sept.  28,  ?  O.Y.B.    1918,   p.    619.   and   O.Y.B. 

1916.  1919,  p.  770. 
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Head  of  Expenditure.               1912.             1914.  1916.  1917-18.  1918-19. 

f                   £                   £  £  £ 

Maintenance  and  Upkeep          269,382  296,614  305,604  298,396  319,013 

Traffic  Working              ...          266,818  322,440  249,275  39,882  37,895 

General  Charges,  etc.    ...             56,938          52,458  44,660  31,818  37,063 

Total  Ordinary  Working 

Expenditure 593,138        671,512        599,539        370,096        393,971 

Depreciation        215,383        184,735  57,000  86,849  85,895 

Total  Operating  Expendi- 
ture               £808,521      £856,247      £656,539      £456,945      £479,866. 

The  operating  expenditure  in  respect  of  harbours  was  subject  to 
a  considerable  decrease  in  1916,  and  to  a  still  further  decline  in 
1917-18,  in  consequence  of  (a)  the  transfer  of  expenses  in  connection 
with  the  shore  work  at  the  harbours  to  the  railway  accounts,  and  (6) 
the  reduction  in  depreciation  charges  as  a  war  emergency  measure. 
A  portion  of  the  reduction  in  depreciation  is  to  be  attributed  to  the 
transfer  of  certain  assets,  to  the  amount  of  £2,000,000,  from  harbours 
to  railways  during  1916,  the  depreciation  charge  in  respect  of  such 
assets  being  subsequently  provided  for  in  the  railway  appropriations  ; 
but  the  major  part  of  the  reduction  was  due  to  the  economy  necessi- 
tated by  the  war. 

The  interest  charge  in  connection  with  the  administration  of 
harbours  in  South  Africa,  where  the  construction  was  rendered  an 
expensive  undertaking  l)y  such  physical  obstacles  as  sand-bars, 
constitutes  a  comparatively  high  proportion  of  the  total  expenditure . 
In  1912  the  interest  on  the  capital  expenditure  represented  32 
per  cent,  of  the  total  current  expenditures,  and  in  1918-19  about  40 
per  cent.,  the  higher  percentage  in  the  latter  year  being  due  to  the 
large  reduction  in  the  operating  expenditure. 

The  harbours  also  represent  an  enterprise  in  which  the  staff  is 
relatively  small.  On  March  31,  1918,  the  regular  staff  comprised 
1,461  members — 780  white  and  681  coloured  employees,  and  in 
addition  there  were  799  casual  employees,  making  up  a  total  of  2,260.^ 

Summary  of  Financial  Operations. — The  financial  results  of  the 
South  African  harbours  may  be  summarised  in  tabular  form  as 
follows  : — ^ 

8  O.Y.B.   1918,  p.   619.  9  Quarterly  Abstract  of  iTnion  Statis- 

tics, July  1921,  p.  69. 
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Heading.  1911-12.       1913-14.       1915-16.       1917-18.       1918-19.       1919-20 

££££££ 
Gross  Revenue         869,427     1,043,615        999,958        928,091        940,285     1,010,265 
Gross     Expen- 

deture       ...        1,107,273     1,289,826     1,083,907        822,604        883,205        993,071 

Surplus  o  r  ~~ 

Deficit      ...      -£237,846  --£246,211     -£83,949      £105,487        £57,080        £17,194 

The  adjustment  of  harbour  finance  so  as  to  comply  with  the 
provisions  of  the  Union  Constitution,  namely,  that  the  harbours 
are  to  be  managed  in  accordance  with  business  principles  and 
that  the  earnings  are  to  be  suficient  to  pay  expenses,  was  effected 
in  1916.  Dm'ing  the  first  five  years  of  the  Union  the  harbours  had 
yielded  an  annual  deficit  of  substantial  amount.  In  the  latter  half 
of  the  decade,  however,  there  was  an  annual  surplus,  which  tended 
to  diminish  with  the  rise  in  the  cost  of  operation. 

This  adjustment  was  brought  about  as  the  result  of  three  factors  : 
— (a)  the  revision  of  the  harbour  tariffs,  embodying  an  increase  in 
the  dues  and  charges  ;  (h)  the  transfer  of  certain  functions  to  the 
railways,  namely,  the  work  of  landing,  shipping,  and  transhipping 
cargoes  ;  and  (c)  the  reduction  of  depreciation  charges  in  order  to 
partially  offset  the  increased  cost  of  operation  occasioned  by  the 
war. 

Thus,  the  harbours  proved  to  be  a  self-supporting  enterprise  of  the 
Union  Government  during  the  second  half  of  the  decade  under  con- 
sideration. 

In  1920-21  a  net  surplus  of  £318,156'*^  was  attained,  which  might 
be  attributed  in  the  main  to  the  large  increase  in  shipping  and  in  the 
total  tonnage  handled  at  South  African  ports,  due  to  the  return  to 
their  regular  trade  routes  of  vessels  which  had  been  employed  in 
other  spheres  during  the  war.  For  the  year  1921-22  a  net  surplus  of 
about  £50,000'^  was  estimated  by  the  Minister  of  Railways  and 
Harbours,  the  sharp  decrease  resulting  from  the  anticipated  contrac- 
tion of  shipping  activities. 

The  harbours  have  been  transformed  from  a  losing  to  a  self-sup- 
porting enterprise,  and  there  is  every  reason  to  expect  that  normal 
times  will  confirm  this  transformation. 

(2)  Steamships. — In  1919  the  Union  Government  acquired  several 
steamships  of  German  origin  by  virtue  of  its  participation  in  the 
War.  These  steamships  were  placed  under  the  control  of  the  Rail- 
way and  Harbour  Administration,  to  be  operated  in  accordance  with 
the  principles  and  regulations  governing  the  railways  and  harbours. 

10  Quarterly  Abstract  of  Union  Statis-  n  Budget  Speech,  April  1921. 

tics,  July  1921,  p.  69. 
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In  view  of  the  fact  that  the  railways  have  been  operated  at  a  deficit 
in  recent  years,  the  steamships  were  to  yield  as  large  a  surplus  as 
possible  under  the  circumstances,  and  as  a  result  of  the  great  demand 
for  shipping  in  South  African  waters  in  1919  and  1920,  they  were 
able  to  produce  a  relatively  large  surplus,  as  indicated  in  the  follow- 
ing table. ^" 

Heading 1919-20.  1920-21.  1921-22.  (Estimates) 

£  £  £ 

Gross  Revenue            ...          268,903  351,943  292,482 

Gross  Expenditiire     ...           176,573  298,337  256,233 


Net  Surplus £92,330  £53,600  £36,249 

(8)  Pos!  Office,  Telegraphs,  and  Telephones. 

The  Union  Department  of  Posts  and  Telegraphs  was  created 
on  the  3 1st  May,  1910,  when  the  Union  was  constituted.  The 
administration  and  control  of  the  Department  is,  subject  to  the 
authority  of  the  Minister  of  Posts  and  Telegraphs,  vested  in  the  Post- 
master-General, who  is  entrusted  with  the  supervision  and  control 
of  all  persons  in  the  service  of  the  Department,  and  all  post 
offices,  and  postal,  telegraph,  and  telephone  services.'" 

The  Department  of  Posts  and  Telegraphs  is  not  conducted  in 
accordance  with  commercial  principles,  as  in  the  case  of  the  rail- 
ways and  harbours.  In  the  first  place,  no  dnect  provision  is  made 
for  a  complete  capital  account.  The  capital  investment  in  respect  of 
the  postal,  telegraph,  and  telephone  services  of  the  Union  does  not 
permit  of  very  accurate  computation,  since  the  capital  expenditure 
of  the  post  office,  and  to  a  certain  extent  of  the  telegraphs  and 
telephones,  is  included  under  the  head  of  ''  public  works  and  build- 
ings," in  which  case  a  considerable  proportion  of  the  expenditure  is 
defrayed  from  revenue. 

With  regard  to  telegraphs,  a  capital  expenditm-e  of  £1,077,189 
was  recorded  at  the  establishment  of  the  Union  in  1910.  By  the 
end  of  1920  it  had  advanced  to  £1,298,951,  which  is  an  increase  of 
only  20  per  cent.,  whereas  in  the  case  of  the  telephones  there  was. an 
increase  of  213  per  cent.— from  £893,239  in  1910  to  £2,797,011  in 
1920.^^  This  capital  expenditure  relates  to  telegraph  and  telephone 
apparatus,  fixtures,  materials,  etc.,  and  does  not  include  building 
accomodation. 

12  Quarterly  Abstract  of  Union  Statis-  11  S.Y.B.    1914-15,    pp.    186   and    189 

tics,  July  1921,  p.   69.  and  Quarterly  Abstract  of  Union  Statis- 

ts Act  10  of   1911,  S3C.  3.  tics,  July  1921,  p.  70. 


POSTS,  TELEGRAPHS  AND  TELEPHONES.    83 

Secondly,  as  a  corollary  of  the  lack  of  a  complete  capital  account, 
no  provision  is  made  for  the  payment  of  interest  on  the  capital  invest- 
ment from  the  postal,  telegraph,  and  telephone  revenues  ;  not  even 
in  the  case  of  the  capital  expenditure  recorded  under  the  separate 
head  of  "  telegraphs  and  telephones  "  in  the  appropriations  from 
loan  funds.  The  gross  receipts  are  paid  into  the  Consolidated 
Revenue  Fund  and  the  operating  expenditm-e  paid  out  of  that  fund  ; 
and  the  interest  on  the  capital  expenditure  incurred  in  connection 
with  the  Department  of  Posts  and  Telegraphs  is  included  under 
the  head  of  "  interest  on  public  debt  "  which  is  paid  out  of  general 
revenue. 

Thirdly,  no  provision  is  made  for  depreciation  or  even  the  main- 
tenance of  the  buildings,  the  latter  function  being  performed  by 
the  Department  of  Public  Works. 

Thus,  in  contrast  to  the  railways  and  harbours,  the  post  office, 
with  its  allied  institutions,  the  telegraphs  and  telephones,  is  not 
conducted  in  accordance  with  business  practices  ;  it  is  not  provided 
with  a  separate  budgetary  system,  and  as  a  result  its  finances  are 
subject  to  tlie  authority  of  the  Treasury  ;  and  it  is  not  an  indepen- 
dent organization  but  an  ordinary  government  department,  and  as 
such  it  is  liable  to  political  interference. 

The  Department  of  Posts  and  Telegraphs  is  generally  represented 
as  a  self-supporting  department,  but  upon  investigation  it  proves  to 
be  self-supporting  in  a  very  limited  sense  only.  The  aim  of  the 
department  is  to  pay  expenses,  but  such  are  not  taken  to  include 
interest  on  the  borrowed  capital  invested  in  the  gigantic  enterprise, 
or  depreciation  or  even  the  maintenance  of  the  buildings.  The 
policy  of  the  Postmaster-General  of  the  Union  may  be  briefly  charac- 
terised as  follows  :— to  furnish  the  public  with  all  the  modern  facilities 
of  communication  at  a  reasonable  rate  with  a  view  to  promoting  the 
general  development  of  the  country,  and  to  maintain  such  facilities 
without  imposing  an  excessive  burden  on  the  taxpayer. 

In  a  sparsely-populated  country  of  vast  extent  such  as  the  Union 
of  South  Africa,  the  means  of  communication  offer  no  prospects  for 
making  a  profit  and  little,  if  any,  for  paying  total  expenses  ;  and 
under  such  conditions  and  circumstances  the  government  alone  is 
capable  of  furnishing  and  maintaining  a  nation-wide  system  of 
post  offices,  telephones  and  telegraphs.  At  the  same  time,  the  educa- 
tional aspects  of  the  postal  service  and  the  inestimable  commercial 
advantages  of  the  telegraph  and  telephone  services  are  so  signi- 
ficant that  moderate  charges  are  demanded  even  if  such  occasion  a 
nett  loss  to  the  Treasury. 
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Analysis  of  Expe7iditure. — Aii  analysis  of  the  current  expendi- 
tures in  respect  of  the  post  office,  telegraphs,  and  telephones,  con- 
sidered as  a  joint  activity  of  the  Union  Government,  will  suffice  to 
indicate  the  interpretation  of  the  cost  principle  in  the  accounts  of 
that  departments^  : — 


Head  of  Expenditure 

1911-12. 

1913-14. 

1915-16. 

1917-18.    1919-20. 

£ 

£ 

£ 

£                   £ 

Salaries  and  Wages 

1,025,738 

1,178,582 

1,205,243 

1,354,847     1,865,788 

Conveyance  of  Mails 

348,430 

334,624 

324,100 

323,384        334,894 

Maintenance       of      Tele- 

graphs and  Telephones 

45,195 

47,622 

47,728 

49,250          63,450 

Miscellaneous 

71,841 

97,269 

78,634 

93,647        123,230 

Total         1,491,204  £1,658,097  £1,655,705  £1,821,128  £2,387,362 

The  expenditures  on  salaries  and  wages  constitute  the  great 
bulk  of  the  total  expenditures  ot  the  department,  the  percentage 
rising  from  68.8  in  1911-12  to  78.1  in  1919-20,  in  view  of  the  large 
increase  in  such  expenditures  as  the  result  of  the  introduction 
of  the  extensive  war  bonus  in  1918  and  the  general  rise  in 
salaries  and  wages  authorised  in  1919.  During  the  eight  year 
period  from  1911-12  to  1919-20  the  expenditures  on  salaries  and 
wages  were  enhanced  by  82  per  cent.,  of  which  only  a  small  propor- 
tion is  to  be  attributed  to  the  extension  of  the  staff  and  of  the 
departmental  activities,  the  main  contributing  factors  being  the 
war  bonus  and  the  increased  pay.  The  staff  has  been  extended 
from  7,656  in  1911-12  to  9,650^*^  in  1919-20,  an  increase  of  26  per  cent, 
which  therefore  accounts  merely  for  about  one -third  of  the  increase 
in  the  expenditure.  • 

With  regard  to  the  conveyance  of  mails  the  expenditure  has  been 
comparatively  stationary.  In  1919-20  the  sum  of  £81,844  was 
paid  to  the  South  African  Railways  for  the  conveyance  of  mails,  and 
also  an  amount  of  £3,311  to  the  New  Cape  Central  Railways  (a 
private  system)  for  mails  carried  over  that  line.^^  The  net  amount 
payable  by  the  Union  of  South  Africa  to  the  Union  Castle  Steam- 
ship Company  for  the  conveyance  of  mails  overseas  between  Cape 
Town  and  Southampton  was  £26,634  out  of  the  total  subsidy  of 
£150,000,  the  remainder  being  assigned  to  Great  Britain  and  tjtie 
other  contracting  parties.  Post-cart  service  contracts  for  the  trans- 
portation of  mails  from  the  railway  station  to  the  post  office,  and 

15  0.Y.B.   1918,  p.   697,  O.Y.B.    1919,  16  Report     of     Auditor-aeneral     for 

p.     854.    and    Appropriation    Accovmts       1919-20.        p.  308. 
1919-20.  IT  Ibid,  p.   310. 
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from  the  post  office  to  the  railway  station,  account  for  the  remain- 
der of  the  expenditure  on  the  conveyance  of  mails. 

Analysis  of  Revenue. — An  analysis  of  the  so-called  "  Union  Postal 
Revenue  "  will  serve  to  indicate  the  relative  significance,  from  the 
point  of  view  of  finance,  of  the  postal,  telegraph,  and  telephone 
services  of  the  Union. 

Post  Office  Revenue.  ^^ 


Head  of  Revenue. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

Postage     ... 

758,994 

855,969 

798,722 

868,279 

1,074,188 

Ocean  Mail  Service 

108,087 

110,290 

105,761 

153,163 

141,033 

Commission             (Money 

Orders       and       Postal 

Orders  ... 

44,459 

46,542 

40,056 

41,392 

51,678 

Rents    of    Private    Boxes 

and  Bags 

25,341 

26,913 

26,491 

29,767 

35,838 

Miscellaneous 

7,096 

11,612 

67,635 

75,224 

68,018 

Total  Post  Office  Revenue        £944,577  £1,051,326  £1,038,665  £1,167,825  £1,370,755 

The  postage  receipts  constitute  the  great  bulk  of  the  post  office 
revenue,  generally  about  80  per  cent.  During  the  eight-year  period 
from  1911-12  to  1919-20  the  revenue  from  postage  was  enhanced  by 
41  per  cent.,  which  is  partly  accounted  for  by  the  extension  of  postal 
facilities,  the  number  of  post  offices  having  been  increased  by  25 
per  cent.,  and  partly  by  the  general  exj)ansion  of  business  during  the 
latter  stages  of  the  war  and  the  period  immediately  following  the 
conclusion  of  the  war. 

The  revenue  from  ocean  mail  service  represents  the  contributions 
by  Great  Britain,  Southern  Rhodesia,  and  the  Bechuanaland  Pro- 
tectorate towards  the  payment  of  the  subsidy  to  the  Union  Castle 
Steamship  Company  in  terms  of  the  mail  contract  entered  into  by 
those  countries  and  the  Union  of  South  Africa.  The  fluctuations  in 
this  item  of  revenue  are  due  to  the  fluctuations  in  the  sailings  of 
mail  contract  steamers,  deductions  from  ocean  mail  contract  pay- 
ments being  made  for  non-sailings.  For  example,  in  1919-20  a 
deduction  of  £82,212  (or  57/104  ths.)  was  made  from  the  contract 
payment  owing  to  the  failure  of  the  steamship  company  to  convey 
the  mails  to  South  Africa  25  times  and  from  South  Africa  32  times. ^' 

18  0.Y.B.    1918,   p.    686,   and  O.Y.B.  19  Auditor-General's  Report  for  1919- 

1920.  1920.  p.  310. 
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Total  Postai-  Revenue. 

Head  of  Revenue.                 1911-12.                  1913-14.  1917-18.  1919-20. 

£           %           £  £  £           % 

Post  Office  Revenue       ...          944,577  64           1,051,326  1,167,825  1,370,755  58 

Telegraph  Revenue          ...           329,139  22.5           370,008  380,024  475,231   20 

Telephone  Revenue         ...           198,066  13.5           263,792  425,752  523,641  22 


Total  Postal  Revenue     ...        1,471,782   100     £1,685,126  £1,973,601  £2,369,627   100 

During  the  period  under  consideration  the  telegraph  revenue 
was  enhanced  by  44  per  cent.,  advancing  from  £329,139  in  1911-12 
to  £475,231  in  1919-20,  as  compared  with  an  increase  of  35  per  cent 
in  the  number  of  telegraph  offices  open  to  the  public,  and  25  per 
cent,  in  the  mileage  of  telegraph  line.  In  1917-18  there  was  a  decrease 
m  the  ordinary  paid  traffic,  but  since  the  first  quarter  of  1918  there 
has  been  an  appreciable  expansion  in  the  telegraph  business. 

With  regard  to  the  telephone  receipts,  there  has  been  an  extra- 
ordinary increase,  namely  from  £198,066  in  1911-12  to  £523,641  in 
1919-20,  an  increase  of  164  per  cent,  as  compared  with  an  increase  of 
175  per  cent,  in  the  mileage  of  telephone  wire,  and  100  per  cent, 
it  the  number  of  telephones  in  use.  Not  only  were  increased 
facilities  afforded  to  the  public,  but  also  the  existing  facilities 
were  more  fully  used;  and,  in  addition,  the  increased  rates  for  trunk 
line  services  which  came  into  operation  in  1916  accounted  for  a  part 
of  the  extraordinary  advances  in  telephone  revenue. 

Concerning  the  relative  significance  of  the  three  distinct  kinds 
of  revenue  handled  by  the  Department  of  Posts  and  Telegraphs,  an 
important  alteration  was  effected.  During  the  period  from  1911-12 
to  1919-20  the  relative  significance  of  the  telephone  revenue  was 
considerably  enhanced  at  the  expense  of  both  the  postal  and  the 
telegraph  revenue.  Whereas  in  1911-12  the  telephone  revenue  was 
comparatively  insignificant  beside  the  telegraph  revenue,  by  1919-20 
the  former  had  outstripped  the  latter. 

Summary  of  Fiyiancial  Resulls. — The  financial  results  of  the  post 
office,  telegraphs,  and  telephones  of  the  Union  of  South  Africa  may 
be  most  appropriately  summarised  in  tabular  form,  the  fact  being 
taken  into  consideration  that  the  expenditures  as  presented  by  the 
Department  and  adopted  for  the  construction  of  the  following 
table  do  not  represent  the  total  current  expenditures  from  the  com- 
mercial point  of  view,  and  that  the  revenue  represents  cash  revenue, 
the  value  of  free  services  rendered  to  other  departments  not  being 
included. 
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Heading.  1911-12.       1913-14.       1915-16.       1917-18.       1919-20. 

£££,££ 

Revenue  1,471,782     1,685,126     1,702,377     1,973,601     2,369,627 

Expenditure        1,491,204     1,658,097     1,655,705     1,821,128     2,387,362 


■Surplus  or  Deficit  ...        -£19,422        £27,029      £106,672      £152,473     -£17,735 

The  Postal  and  Telegraph  Administration  of  the  Union  has  indeed 
succeeded  in  attaining  the  approximate  equalization  of  revenues  and 
expenditures,  as  qualified  above,  and  thus  realizing  its  aim  to  pay 
expenses  and  furnish  the  public  M'ith.the  means  of  communication 
at  moderate  rates.  But,  upon  the  application  of  business  methods 
of  accounting,  it  appears  that  the  post  ofiftce,  telegraphs,  and  tele- 
phones constitute  a  losing  enterprise.  The  value  of  free  services 
rendered  to  other  government  departments  is  not  nearly  sufficient  to 
offset  the  interest,  depreciation  and  maintenance  charges. 

In  spite  of  the  rise  in  the  cost  of  operation  incident  to  the  war, 
manifested  in  the  form  of  higher  salaries  and  wages  as  well  ^s  the 
increased  cost  of  materials  and  transport,  the  Department  did  not 
have  recourse  to  increases  in  rates  and  charges  (with  the  exception 
of  minor  advances  in  the  telephone  trunk  line  charges  in  1916) 
during  the  entire  period.  The  enhancement  of  the  revenue  as  the 
result  of  the  great  expansion  of  business  throughout  the  country  was 
sufjicient  to  meet  the  increase  in  the  expenditures  occasioned  by  the 
factors  referred  to. 

In  view,  however,  of  the  deficit  in  1919-20  and  an  anticipated 
further  increase  in  the  departmental  expenditures,  certain  rates 
and  charges  were  increased  in  May,  1920,  so  as  to  yield  additional 
revenue  to  the  extent  of  £400,000  per  annum  ;  and  in  1921  further 
increases  were  made.  The  penny  postage  has  been  raised  to  2d. 
per  I  oz.,  the  minimum  charge  for  a  telegram  to  Is.  3d.,  etc. 

In  such  an  enterprise  as  the  post  office  the  capital  investment,  if 
it  could  be  accurately  computed  in  the  absence  of  a  capital  account, 
would  be  small  as  compared  with  other  public  enterprises,  notably 
railways  and  harbours,  as  also  the  depreciation  and  maintenance 
charges.  In  respect  of  the  telephone  industry,  however,  the  capital 
investment  is  high,  and  extensions  and  improvements  necessitate 
new  capital  expenditure  every  year.  The  depreciation  and  main- 
tenance charges  are  heavy,  as  the  telephone  instruments  in  use 
frequently  become  obsolete  as  the  result  of  new  inventions. 

Financial  Results  of  Post  Office  Savings  Bank. — The  Savings  Bank 
is  an  adjunct  of  the  Post  Office  and  is  operated  by  post  office  officials, 
in  lieu  of  which  an  estimated  amount  is  paid  over  each  year  to  the 
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Postmaster-General  by  the  Public  Debt  Commissioners,  to  whom 
the  investment  of  the  funds  of  the  Bank  is  entrusted.  Any  surplus 
that  may  result  from  the  operations  thereof  is  to  be  placed  in  a 
reserve  fund,  which  was  created  primarily  to  provide  against  depre- 
ciation in  the  investments. 

In  1919-20  the  Savings  Bank  yielded  a  net  surplus  of  £50,411, 
which  was  assigned  to  the  reserve  fund,  the  balance  of  that  fund  being 
£147,383  on  the  31st  March,  1920,  as  indicated  in  the  following 
tables. 

Savings  Bank  Income  Account^^'  for  the  financial  year  1919-20. 

To :  By  : 

Interest  on  investments       ...    £298,395  Interest  allowed  to  Savings 

Profit  on  sale  of  stock  ...  2,279  Bank  depositors  ...    £210,570 

Estimated     Working     Ex- 
penses              39,693 

Balance  carried  to  Reserve 

Fund        50,411 


£300,674  £300,674 

Reserve  Fund. 

Balance,  April  1,  1919        ...      £98,036  Losses  on  sale  of  Stock     ...  £1,064 

Surplus  Interest       50,411  Balance,  March  31,  1920  ...  147,383 


£148,447  £148,447 

(4)  LaTid  and  Agricultural  Bank. 

The  Land  and  Agricultural  Bank  of  South  Africa  was  instituted 
by  law''  in  1912.  Prior  to  that  date  there  were  in  operation  three 
independent  land  banks,  namely,  the  Transvaal  Land  and  Agricul- 
tural Bank,  the  Land  and  Agricultural  Loan  Fund  of  the  Orange 
Free  State,  and  the  Land  and  Agricultural  Loan  Fund  of  Natal. 
On  October  1,  1912,  the  three  provincial  banks  ceased  to  exist,  their 
assets  and  liabilities  being  taken  over  by  the  Land  and  Agricultural 
Bank  of  South  Africa,  which  might  for  the  sake  of  convenience  be 
termed  the  "  Union  Land  Bank." 

Management  and  Control,  (a)  The  Central  Board. — The  manage- 
ment of  the  bank  is  vested  in  a  Central  Board,  consisting  of  a  general 
manager  (who  is  chairman)  and  four  ordinary  members,  all  of  whom 
are  nominated  by  the  Governor-General.-'  (6)  Local  Boards. — In 
addition  to  the  Central  Board  there  are  local  boards,  composed  of 
three   members,   who   are   likewise   nominated   by   the   Governor - 

20  Auditor-General's  Report  for  1919-  21  Act  18  of   1912. 

I92tp.  p    461.  Z2lbid,  sees.   4  and  5. 
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General.  These  local  boards,  of  which  there  are  four  in  the  Union, 
are  endowed  with  advisory  functions  only.^^  (c)  Agents  for  the  Bank. 
— Magistrates,  field-cornets,  police  officers,  and  post  office  officials 
are  duected  by  law  to  act  as  agents  of  the  bank,  if  the  Central  Board 
requires  their  assistance  in  any  matter. 

Capital  of  Bank. — The  Union  Land  Bank  commenced  operations 
with  a  capital  of  £2,735,000,  representing  the  loans  made  by  the 
Colonial  Governments,  and  by  the  Union  Government  during  the 
period  from  May  31,  1910,  to  September  30,  1912.  The  amount  of  the 
capital  is  not  fixed  but  is  subject  to  increase  to  the  extent  of  : 
(a)  such  sums  of  money  as  Parliament  may  from  time  to  time  by 
appropriation  authorise  the  Minister  of  Finance  to  pay  to  the  bank 
as  part  of  its  funds  ;  and  {b)  such  sums  as  the  bank  can  secure  in 
connection  with  the  advances  made  by  the  Union  Government  or 
the  Colonial  Governments  for  the  construction  of  dipping  tanks  and 
the  fencing  of  farms,  whether  the  amounts  recovered  represent  repay- 
tnent  of  principal  or  interest  or  other  charges  in  regard  thereto. ^^ 

In  1921  the  Land  Bank  was  authorised  by  Parliament  to  raise, 
upon  such  terms  and  conditions  as  it  may  determine,  further  funds 
by  :  {a)  discounting,  with  other  banks,  bills  of  co-operative  societies  ; 
(6)  overdrafts  with  other  banks  ;  and  (c)  issuing  Land  Bank  bills 
in  sums  of  £100,  or  any  multiple  thereof,  of  a  currency  of  12  months 
or    less. 

Such  funds  are  to  be  employed  solely  for  the  purpose  of  financing 
co-operative  societies  in  the  form  of  cash  credit  accounts. 

At  the  end  of  1919  the  capital  of  the  Land  Bank  amounted 
to  £5,183,231,-'  analysed  as  follows  :— 

Capital  Funds  taken  over  from  Provincial  Land  Banks  in  1912  .  .      £2,735,0(  0 

Advances  received  from  the  Union  Treasury  since  1912  .  .  .  .        2,27.'i,000 

Recoveries  of  advances  for  dipping  tanks  and  fencing.  .  .  .  .  .  173,231 

Total      .  .      £5,183,231 

On  September  30,  1922,  the  capital  amounted  to  £6,161,338. 

The  Land  Bank  Act  provides  that  the'  bank  shall  pay  interest  on 
its  capital  at  the  rate  of  3f  per  cent,  per  annum  (with  the  exception 
of  the  advances  made  by  the  Transvaal  Land  Bank  in  accordance 
with  the  Fencing  Act  of  1908  at  the  rate  of  3|  per  cent.),  but  that  this 
rate  of  interest  may  be  raised  or  lowered  by  decision  of  Parliament.-" 
In  1914  Parliament  raised  the  interest  to  4  per  cent,  on  advances 
made  to  the  bank  after  April  1,  1914.  At  the  end  of  1918  the  interest 

23  Act  18  of  1912,  S9C.   13.  25  Auditor-General's  Report  for  1919- 

1920,  p.  381. 
24i6;(/,  sec.   20  (1).  26  Act   18  of   1912.  sec.   20  (2). 
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payments  were  constituted  as  follows  :  3|  per  cent,  on  £42,785,  3| 
per  cent,  on  £4,268,225,  and  4  per  cent,  on  £625,000,  involving  a 
total  payment  of  £186,556  as  interest  for  the  year.-' 

Functions  of  the  Bank. — Tlje  main  purpose  of  the  bank  is  to 
make  advances  : — (a)  to  farmers  on  security  of  first  mortgage  on- 
arable  and  pasture  lands,  the  amount  of  the  advance  not  to  exceed ' 
£2,000,  or  60  per  cent,  of  the  value  placed  on  the  land  by  the  Central 
Board  ;  (6)  to  settlers  who  occupy  Crown  land  on  the  leasing  system 
or  who  hold  Crown  land  under  agreement  of  purchase  ;  (c)  to  farmers 
for  the  construction  of  dipping  tanks  and  for  fencing ;  {d) 
to  co-operative  agricultural  associations  upon  the  joint  and  several 
liability  of  the  members  for  the  debt  of  the  society  and  upon  such 
additional  security  as  the  board  may  require.' ■ 

Purposes  for  which  advances  may  be  made. — Advances  may  be 
made  by  the  Land  Bank  for  the  following  purposes  : — (a)  purchase 
of  land  for  agricultural  and  pastoral  purposes  ;  (6)  discharge  of 
existing  liabilities  on  land  or,  in  special  circumstances,  any  other 
existing  liabilities  ;  (c)  piu-chase  of  stock  or  plant  of  all  kinds  and  of 
agricultural  requirements  generally  ;  {d)  improvements.-^ 

The  following  table'^'*  indicates  the  nature  and  extent  of  the 
operations  of  the  Land  Bank  : — 

Purpose  of  Advance. 

Purchase  of  Land 
Discharge  of  Existing  Liabilities 
Purchase  of  Stock 
Improvements  ... 
Miscellaneous     ... 

Total  

Financial  Results. — During  the  period  from  October,  1912,  to 
December,  1919,  the  Land  Bank  acquired  a  net  profit  of  £265,944, 
which  was  placed  in  the  reserve  fund  in  accordance  with  the  pro- 
visions of  the  law.  The  Land  Bank  Act  further  stipulates  that  the 
reserve  fund  shall  be  applied  to  the  liquidation  of  any  losses  or 
deficits  that  may  occur  in  any  of  the  transactions  of  the  bank.'^' 
Up  to  the  end  of  1919  there  had  been  no  loss  or  deficit.  On  Decem- 
ber 31,  1919,  the  reserve  fund  comprised  an  amount  of  £341,870, 
composed  of  the  sum  of  £75,926  taken  over  from  the  reserve  fund 
of  the  provincial  land  banks,  and  the  net  profit  of  £265,944  acquired 

27  0.Y.B.    1919,  p.  487.  30  D.Y.B.    1919,  p.   881. 

28  Act   18  of   1912,  sees.   23  and  28.  31  Act   18  of   1912.  sec.   43  (2). 
£9i6irf,  sec.    19. 


1914. 

1916. 

1918. 

£ 

£ 

£ 

157,960 

244,320 

412,744 

107,0.57 

128,228 

420,805 

41,564 

47,044 

62,832 

46,831 

53,920 

51,574 

952 

865 

390 

£354,364 

£474,377 

£948,345 
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by  the  Union  Land  Bank.^^     On  September  30,  1922,  the  reserve 
fund  amounted  to  £431,523. 

The  bank  is  operated  in  accordance  with  commercial  principles, 
but  its  aim  is  not  to  make  large  profits,  and  the  Act  stipulates  that, 
as  soon  as  the  reserve  fund  amounts  to  £500,000,  the  Central  Board 
is  to  notif}^  the  Minister  of  Finance  of  that  fact,  who  is  then  to 
submit  the  matter  to  the  deliberation  of  Parliament  as  regards  a 
possible  reduction  of  the  interest  on  the  loans  or  advances  of  the 
bank,  in  order  to  maintain  the  income  of  the  bank  as  nearly  as 
possible  at  the  amount  required  to  cover  its  working  expenses  and 
the  interest  payable  to  the  Treasury. ^^ 

By  1919  the  operations  of  the  Land  Bank  had  been  sufficiently 
extended  to  leave  an  annual  sum  of  £400,000,  representing  the 
proceeds  of  repaid  loans,  available  for  re -investment,  but  in  conse- 
quence of  the  development  of  the  agricultural  industry  throughout 
the  Union  and  the  accompanying  requirement  of  capital,  it  is  still 
necessary  for  Parliament  to  supplement  the  capital  of  the  bank. 
However,  the  time  does  not  appear  to  be  very  remote  when  the 
Union  Land  Bank  will  be  in  a  position  to  discharge  its  functions 
entirely  independent  of  the  Treasury. 

While  as  an  independent  enterprise  the  L^nion  Land  Bank  has  been 
successful,  yielding  a  substantial  net  profit  every  year,  it  does  not 
represent  a  paying  investment  for  the  Union  Treasury,  in  view  of  the 
fact  that  the  rate  of  interest  payable  on  the  advances  from  the 
Treasury  to  the  Land  Bank  was  still  4  per  cent,  by  March  31,  1920, 
whereas  the  rate  of  interest  on  Government  loans  had  been  4-|  and 
5  per  cent,  since  1915.  The  Treasury  had  decided  to  raise 
the  interest  on  Loan  Fund  issues  to  a  figure  which  would  represent 
the  cost  to  the  Treasury  of  borrowing  the  money,  but  on  the  afore- 
mentioned date  no  action  had  been  taken. 

It  would  seem  more  advisable,  therefore,  to  relinquish  the  annual 
surplus  earned  by  the  Land  Bank  in  favour  of  an  increase  in  the 
rate  of  interest  on  loans  from  the  Treasury  rather  than  a  reduction 
of  the  interest  on  the  advances  of  the  bank  itself.  However,  the 
main  aim  of  the  Union  Government  in  respect  of  the  Land  Bank  is 
the  promotion  of  the  development  of  agriculture  in  South  Africa,  and 
with  a  view  to  realizing  this  aim  the  loss  incurred  by  the  Treasury 
may  be  regarded  as  justifiable. 

In  1921  it  was  further  provided  that,  as  soon  as  the  reserve  fund 
and  the  capital  of  the  bank  total  such  amount  as  is,  in  the  board's 


32  Auditor-General's  Report  for  1919.  5S  Act  18  of  1912.  sec.  43  (4). 

1920,  p.  382. 
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opinion,  adequate  to  enable  the  bank  fully  to  carry  out  its  objects, 
there  is  to  be  paid  each  year  to  the  Minister  such  amount  as  the 
board  shall  dnect  out  of  (a)  the  profits  of  the  bank,  and  (6)  the 
reserve  fund  of  the  bank,  provided  that  the  amount  of  the  reserve 
fund  shall  not  be  reduced  below  £350,000,  All  such  amounts  are 
to  be  applied  by  the  Minister  towards  redemption  of  the  capital 
funds  of  the  bank. 


2.     DOMAINS. 

CHAPTER  3. 

Crown  Lands  and  Land  Settlement.     Forestry. 

1.  Crown  Lands  and  Land  Settlement. 

The  administration  of  Crown  lands  and  of  land  settlement  within 
the  Union  of  South  Africa  is  vested  in  the  Minister  of  Lands,  who  is 
responsible  to  Parliament  for  the  activities  of  the  Department  of 
Lands,  the  permanent  head  of  which  is  the  Secretary  for  Lands. 

Prior  to  the  establishment  of  the  Union  each  Colony  administered 
its  Crown  lands  under  certain  statutory  provisions.  In  1912  the 
Union  Parliament  passed  a  land  settlement  act^  with  a  view  to 
securing  uniformity  of  practice  in  the  four  provinces  regarding  the 
acquisition,  exchange,  and  disposal  of  Crown  lands.  The  act,  which 
represents  an  addition  to.  rather  than  a  substitute  for,  any  previous 
law,  has  proved  generally  satisfactory  in  its  operation  and  has 
conformed  to  the  needs  of  the  time.  An  amending  act'-  was  passed  in 
1917  and  in  1920  to  improve  the  terms  and  conditions  provided  by 
the  original  act. 

The  main  provisions  of  these  acts  empower  the  Minister  of  Lands  : 
{a)  to  acquire  private  land  by  purchase  or  exchange  for  land 
settlement  purposes,  and,  after  division  into  suitable  holdings, 
advertisement  in  the  Government  Gazette  and  local  newspapers, 
to  dispose  of  such  land  or  Crown  lands  similarly  treated  to 
approved  applicants,  on-  lease  for  five  years  with  an  option 
to  purchase  extended  over  twenty-years  ;^ 

(6)  to  acquire  and  allot  particular  land  selected  by  an  applicant 
who  is  prepared  to  contribute  in'  cash  at  least  one-fifth  of 
the  total  cost  thereof  ;^ 

<c)  to  make  advances  not  exceeding  £500  in  amount  to  lessees 
under  the  acts  for  the  purposes  of  developing  their  hold- 
ings' 

{d)  to  cause  boring  operations  to  be  effected  or  improvements  of  a 
substantial  and  permanent  nature  to  be    erected    or    con- 

lAct  12  of  1912.  ^Ihid,  sec.   11. 

zAct  23  of  1917.  5  Act  28  of  1920. 

2  Act  12  of  1912,  sees.   10  and   IG. 
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structed,  and  to  add  the  cost  thereof  to  the  purchase  price  of 
holdings.^ 

The  following  table  ''  serves  to  indicate  the  extent  of  the  opera- 
tions under  the  Union  land  settlements  acts,  from  the  passing  of 
the  first  act  in  1912  to  March  31,  1919  : 

Heading.  From  October,  1912,  to 

March   31,    1919. 
Lessees  ...  ...  ...     No.  2,169 

Area Acres  4,236,675 

Valuation       £  1,479,783 

Unalienated  Crown  Land  within  the  Union  of  South  Africa. — In 
March,  1919,  the  approximate  area  of  Crown  land  which  may 
ultimately  be  taken  up  for  agricultural  or  pastoral  purposes  was 
43,080,242  acres,  distributed  as  follows  :  Cape  Province,  26,713,330 
acres  ;  Transvaal,  13,900,886  acres  ;  Natal,  2,466,026  acres/ 
There  is  practically  no  unalienated  Crowii  land  in  the  Orange 
Free  State.  Successful  boring  operations  would  conduce  to  these 
lands  being  converted  into  farms  on  which  prospective  lessees 
might,  with  a  fair  hope  of  success,  make  a  living. 

Capital  Expenditure  in  respect  of  Land  Settleme7it. — -During  the 
ten-year  period  from  the  establishment  of  the  Union  in  1910  to 
March  31,  1920,  the  sum  of  £2,583,288^  had  been  expended  on  land 
settlement  from  loan  funds.  Of  this  amount  more  than  one -half, 
namely  £1,374,720,  was  disbursed  durmg  the  two  years  from  April. 
1918,  to  March,  1920.  This  great  increase  of  activity  in  respect  of 
land  settlement  is  mainly  to  be  attributed  to  the  obligation  of  the 
Union  Government  to  provide  for  the  returned  soldiers.  In  the 
estimates  for  1920-21  provision  was  made  for  an  appropriation  of 
£977,000  in  regard  to  land  settlement.  Thus,  while  the  outbreak 
of  the  war  occasioned  the  reduction  of  capital  expenditure  on  land 
settlement  to  a  negligible  amount,  namely  £189,218  in  1914-15  and 
£57,113^'^  in  1915-16,  the  termination  of  hostilities  served  as  a  decided 
stimulus  to  the  activities  of  the  Department  of  Lands,  in  its  attempt 
to  solve  the  problem  accompanying  demobilization  by  the  settle- 
ment of  soldiers  on  the  land,  and  at  the  same  time  to  promote  agri- 
cultural development. 

Ordinary  Expenditure  on  the  Administration  of  Crown  Lands 
and  Land  Settlement  Schemes. — The  following  table, ^^  giving  parti- 

6  Act  12  of  1912,  sec.  44.  lo  O.Y.B.   1918,  p.  716. 

7  0.Y.B.   1919,  pp.  478,79.  u  O.Y.B.    1918,   p.    695,   and   O.Y.B. 
8/6irf.  p.  484.                                                 1920. 

9S.Y.B.    1914-15  p.   232,    and    Q.S. 

of   Union    Statistics,   Oct.    1920,   p.    78. 
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culars  as  to  the  expenditure  from  general  revenue  on  the  adminis- 
tration of  Crown  lands  and  land  settlement  schemes,  indicates  the 
features  peculiar  to  several  items  of  expenditure,  namely,  a  sharp 
reduction  during  the  first  two  years  of  the  war  due  to  the  policy  of 
retrenchment  and  economy  as  the  result  of  a  shrinkage  in  the  yield 
of  certain  sources  of  revenue,  followed  by  a  gradual  increase  in 
expenditure  until  1918,  after  which  year  the  expenditure  was 
considerably  enhanced  in  consequence  of  the  elaboration  of  the 
war-bonus  system  in  that  year  and  the  general  increase  in  salaries 
and  wages  authorized  in  1919,  as  well  as  the  increased  cost  of 
materials. 

Ordinahy  Expenditure  on  Crown  Lands  and  Land  Settlement. 


Head  of  Expenditure. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

Salaries  and  Wages 

29,115 

33,337 

35,334 

42,649 

62,366 

Government  Surveys     ... 

20,313 

15,849 

12,126 

8,144 

7,824 

Fencing  and  Maintenance 

of  Crown  Land 

1,550 

6,300 

3,202 

7,006 

18,504 

Miscellaneous 

48,972 

36,213 

11,066 

24,308 

29,590 

Total     99,950  91,699  61,728  82,107        118,284 

Revenue  from  Crown  Lands  and  Land  Settlement  Operations. 

1.  Receipts  from  the  Sales  of  Crown  Lands. — Up  to  the  financial 
year  1915-16  the  receipts  from  the  sale  of  Crown  lands  constituted  an 
item  of  ordinary  revenue  and  were  applied  toward  the  payment  of  the 
general  expenditure  of  the  Union  Government.  In  1916,  how- 
ever, it  was  resolved  by  Parliament  to  credit  such  receipts  to  the 
Loan  Account  instead  of  the  Revenue  Account,  to  be  devoted  to 
the  payment  of  non-recm-rent  expenditures.  At  the  time  the  national 
debt  had  been  increased  by  about  £20,000,000  on  account  of  the 
German-South-West-African  campaign,  and  it  was  realized  that  the 
credit  of  the  Union  Government  was  liable  to  be  impaired  by  the 
application  of  the  revenue  from  the  sales  of  Crown  lands  toward  the 
payment  of  current  expenditures,  as  such  sales  diminish  the  value  of 
the  security  against  which  loans  are  raised.  Thus,  subsequent  to  1916 
the  receipts  from  the  sale  of  Crown  lands  have  been  credited  to  the 
Loan  Account  and  have  served  to  stay  the  growth  of  the  public  debt 
to  the  extent  of  their  amount.  However,  on  account  of  the  antici- 
pated reduction  in  revenue  for  the  year  1921-22  by  several  millions 
of  pounds  sterling  as  the  result  mainly  of  the  depression  in  the 
mining  industry,  the  INIinister  of  Finance,  in  his  budget  speech 
delivered  in  April,  1921,  intimated  the  intention  of  the  Government, 
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with  the  approval  of  Parliament,  to  apply  such  receipts  to  the  pay- 
ment of  current  expenditures,  the  matter  to  be  treated  as  an  emer- 
gency measure. 

In  public  finance  the  ideal  principle  is  to  devote  the  entire  receipts 
from  the  alienation  of  assets  of  the  State  to  the  redemption  of 
debt,  but  in  a  new  and  partially  undeveloped  country,  such  as  the 
Union  of  South  Africa,  where  it  is  the  duty  of  the  Government  to 
build  up  a  patrimony  for  futm-e  generations,  that  principle  may  be 
modified  to  imply  that  one-haK  of  such  receipts  is  to  be  applied 
towards  the  payment  of  current  expenditures,  and  the  other  half 
towards  loan  redemption. 

The  following  table^'  shows  the  amount  of  the  revenue  from  the 
sale  of  Crown  Lands  devoted  to  the  payment  of  ordinary  expendi- 
tm-es,  from  1911-12  to  1915-16. 


Re 

I'enue 
ofC 

from    tlie 
[■own  Lands. 

Sale 

Fiscal 

Year. 

£ 

1911-12 

85,034 

1912-13 

53,903 

1913-14 

47,824 

1914-15 

25,778 

1915-16 

95,420 

Subsequent  to   1916  the  amounts  realized  from  such  sales  wer<t 
larger  than  before,  as  indicated  in  the  following  table  : — ^' 


Rev 

enue    from    the    sale 

Fiscal 

Year. 

of  Crown  Lands. 
£ 
113,011 

191(3-17 

1917-18 

127,187 

1918-19 

201,178 

1919-20 

193,758 

Thus,  the  total  amount  secured  by  the  Union  Government 
from  the  sale  of  Crown  land  during  the  period  from  1911-12  to 
1919-20,  was  £943,093,  of  which  £307,959  was  assigned  to  the 
Tlevenue  Account  and  £635,134  to  the  Loan  Account. 

2.  Quitrents. — Quitrents  which  represent  in  most  cases  merely  the 
purchase  price  of  Government  land  have  been  imposed  in  the  Cape 
and  Natal  Provinces.  In  Natal  the  quitrent  is  fixed  in  terms  of 
grant  according  to  a  rate  laid  down  by  Proclamation  or  according 
to  the  value  of  the  land.       In  the  Cape  Province  the  quitrent,  which 

120.Y.B.   1918,  p.  679.  Auditor-General's   Report   for    1919-20, 

15  Half-yearly    Abstract    of    Union  p.   72. 

Statistics,    Jtine     1919,     p.      81,     and 
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is  fixed  by  contract,  is  based  generally  on  the  value  of  the  land  or 
purchase  price.  The  quitrent  may  be  redeemed  at  15  or  20  years' 
purchase,  the  redemption  charge  being  the  purchase  price  and  the 
quitrent  payable  being  approximately  5  per  cent,  interest  on  such 
purchase  price.  In  Natal  the  quitrent  has  now  been  almost  entirely 
redeemed. 

The  revenue  derived  from  quitrents  constitutes  an  item  of  ordinary 
revenue  and  is  assigned  to  the  Revenue  Account.  The  following 
table^^  shows  the  net  receipts  derived  from  quitrents  in  the  Cape 
Province  during  the  period  from  1912-13  to  1916-17,  and  the 
number  of  persons  subject  to  quitrent  : 


Fiscal 

Year. 

Net  Receipts. 
£ 
101,322 

No. 

of  Persons 

1912-13. 

49,735 

1913-14 

104,018 

51,748 

1914-15 

101,532 

50,283 

1915-16 

107,970 

51,364 

1916-17 

110,826 

54,400 

3.  Rents  of  Crown  Lands  and  Native  Locations. — The  amount  of 
revenue  obtained  during  the  year  1916-17  in  the  form  of  rents  of 
Crown  lands  and  native  locations  is  given  hereunder  :^' 

Head  of  Revenue.  1916-17. 

f 
Rents  of  Crown  Lands  rEuropeaiis       ...  ...  36,380 

Native  Squatters       ...  11,975 

Rents  of  Native  Locations        ...  ...  ...  8,102 


Total       56,457 

4.  Interest  on  Investment  in  Land  Settlement  Schemes. — The  follow- 
ing table^^  shows  the  amount  of  interest  collected  by  the  Depart- 
ment of  Lands  during  the  three  years  from  1916-17  to  1918-19,  such 
interest  being  paid  into  the  Revenue  Account  towards  meeting  the 
interest  on  the  public  debt  : 

Fiscal  Year.  Interest  collected. 

£ 

1916-17       ...  101,552 

1917-18       105,000 

1918-19       101,239 

Loan  Recoveries. — Loan  recoveries  in  respect  of  land  settlement, 
including  that  portion  of  the  instalment  payments  which  represents 

14  Report    of    the    Commissioner    for  16  O.Y.B.    1918,   p.    396,   and   O.Y.B. 

Inland  Revenue,    1916-17.  p.    16.  1919,  p.  485. 

'5  Report  of  Commissioner  for  Inland 
Revenue,  1916-17,  p.  26. 
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a  repayment  of  principal,  are  assigned  to  the  Loan  Account  and  may 
be  applied  to  new  schemes. 

Summary  of  financial  results  of  the  Administration  of  Crown  Lands 
and  Land  Settlement  Schemes. — The  Union  scheme  of  land  settle- 
ment, as  at  present  conducted,  represents  a  losing  proposition, 
constituting  a  direct  financial  loss  to  the  Treasury  of  several  thous- 
ands of  pounds  per  annum.     The  reasons  for  this  loss  are  as  follows  : 

(1)  The  interest  charged  by  the  Government  in  connection  with 
land  settlement  schemes  was  4  per  cent.,  until  recently,  whereas 
the  rate  of  interest  on  loans  floated  by  the  Government  during  the 
last  five  years  has  been  4|  and  5  per  cent.  All  the  large  loans  that 
have  been  floated  at  par  since  1915  bear  5  per  cent,  interest.  (Since 
May  1,  1922,  the  rate  of  interest  chargeable  in  respect  of  land  sales 
and  advances  to  settlers  has  been  fixed  at  5  per  cent.) 

(2)  In  the  case  of  allotments  of  private  land  acquired  by  purchase 
for  land  settlement  purposes  and  leased  for  five  years  with  an  option 
to  purchase  extended  over  twenty  years,  the  rentals  charged  on  the 
allotment  price  are  (a)  for  the  first  year,  nil,  (6)  for  the  second  and 
third  years,  2  per  cent,  per  annum,  and  (c)  for  the  fourth  and  fifth 
years,  3|  per  cent.  ;  and  in  the  case  of  land  specially  purchased  for 
applicants  no  payments  are  made  during  the  first  two  years. 

(3)  Amounts  totalling  several  thousands  of  pounds  sterling  are 
annually  written  off  as  irrecoverable.  For  example,  in  1919-20  the 
amount  wi'itten  off  was  £16,670,^'  a  portion  of  which  represented 
unaccrued  instalments  of  the  purchase  price  of  allotments  in  the 
case  of  holdings  which  have  been  resumed  by  the  Government, 
owing  to  failure  of  the  settlers  to  carry  out  the  terms  of  their  pur- 
chase. 

If  land  settlement  is  to  prove  seK-supporting,  the  rate  of  interest 
charged  to  settlers  should  be  slightly  in  excess  of  the  rate  at  which 
the  Government  has  to  borrow,  so  as  to  allow  for  cost  of  adminis- 
tration, irrecoverable  amounts,  and  the  like.  The  Union  Govern- 
ment has  probably  been  indirectly  compensated  for  the  direct 
financial  loss  incurred  in  land  settlement  schemes  by  means  of 
the  increased  yield  of  certain  sources  of  revenue  as  a  result  of 
increased  agricultural  development  ;  in  fact,  the  promotion  of 
agricultural  development  and  of  the  settlement  of  an  agricultural 
population  in  the  inland  portions  of  all  the  provinces  of  the  Union 
constituted  the  main  aim  of  the  Government. 

Net  Revenue  derived  from  Crown  Lands  and  Land  Settlement. — 
Taking  1916-17  as  a  typical  normal  year,  the  following  computation 

IT  Report  of  Auditor-General  for  1919-1920,  p.  352. 
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may  be  made  in  the  attempt  to  arrive  at  the  amount  of  net  revenue 
derived  from  Crown  lands  and  land  settlement,  considered  as  a 
joint  activity  of  the  Union  Government  : — 


Cr. 


Receipts    from    sale    of    Crown 
Lands 


Quitrents 
Rents    of    Crown    Lands 

Native  Locations 
Interest  Collected 

and 

110,820 

56,457 
101,552 

2.  Fofestry. 

£381,846 

£  Dr. 

Cost  of  Administration 
113,011  Interest  at  the  rate  of  4  and 
4|  per  cent,  on  £3,000,000, 
being  capital  sum  out- 
standing (4  per  cent,  on 
£2,000,000  and  4|  per  cent. 
on  £1,000,000)     


63,653 


125,000 
193,193 


£381,846 


Organization  of  the  Forest  Department. — The  Forest  Department  is 
under  the  control  of  the  Chief  Conservator  of  Forests,  and  is  a  sub- 
department  of  the  Union  Department  of  Agriculture.  For  the 
accomplishment  of  the  twofold  purpose  of  preserving  the  existing 
forests  and  providing  the  country  with  a  new  and  more  ample  supply 
of  timber  and  ornamental  trees,  the  Union  is  divided  into  seven 
Conservancies,  in  each  of  which  nurseries  and  plantations  are 
established. 

Each  Conservancy  is  controlled  by  a  Conservator  of  Forests  and  is 
divided  into  districts,  which  again  are  under  the  supervision  of 
District  Forest  Officers.  Each  district  usually  comprises  several 
forest  stations  which  are  in  charge  of  Foresters. 

The  Financial  Results. — In  view  of  the  fact  that  South  Africa 
is  a  poorly  timbered  country,  about  6  million  cubic  feet  of  timber 
being  imported  every  year  whereas  only  about  1,500,000  cubic 
feet  are  anually  produced  in  the  Union,  and  that  forestry  is  under- 
taken by  the  Union  Government,  not  as  a  source  of  net  revenue 
but  as  the  means  of  preserving  the  existing  forests,  of  increasing  the 
production  of  timber  by  the  establishment  of  new  plantations,  and 
of  encouraging  the  general  afforestation  of  the  country  by  the 
development  of  nurseries  and  the  sale  of  transplants  and  seeds  at 
very  low  prices,  the  test  of  success,  as  applied  to  forest  administra- 
tion in  South  Africa,  does  not  require  either  the  attainment  of  a 
surplus  or  the  balancing  of  revenues  and  expenditures.  Under  the 
peculiar  circumstances  the  results  aimed  at  are  not  capable  of  reali- 
zation, except  at  the  expense  of  the  taxpayer.  However,  the  test 
of  financial  success  may  be  taken  to  prescribe  that  the  policy  of 
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the  forest  department  be  carried  into  effect  without  imposing  an 
excessive  burden  on  the  taxpayer  and  this  requirement  may  be 
justifiably  regarded  as  implying  that  the  revenue  shall  cover  about 
half  of  the  expenditure.  This  has  been  the  aim  of  the  forest  depart- 
ment and  has  been  attained  within  reasonable  limits  during  the 
decade   1910-1920. 

The  following  table^^  shows  the  variations  in  ordinary  expendi- 
tures in  respect  of  forestry,  as  a  result  of  war  conditions  : — 


Head  of  Expenditure. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

Salaries  and  Wages 

34,214 

38,457 

38,316 

46,606 

68,672 

Nurseries  and  Plantations 

49,919 

64,065 

40,713 

.'50,571 

56,137 

Forest     Protection     and 

Development 

7,805 

7,101 

5,523 

5,.301 

7,637 

Afforestation     by     poor- 

white  labour   ... 

— 

— 

— 

17,799 

21,604 

Miscellaneous 

19,697 

11,204 

10,503 

11,008 

16,954 

Total     £111,635         120,827        £95,055      £131,285      £171,004 

The  increase  in  expenditure  in  1913-14,  as  compared  with  1911-12, 
is  to  be  attributed  to  the  extension  of  the  activities  of  the  forest 
department,  the  main  increase  being  registered  in  respect  of  nurseries 
and  plantations.  This  normal  extension  of  departmental  activities 
was  obstructed  by  the  outbreak  of  the  European  War  and  by  the 
shrinkage  in  the  yield  of  certain  sources  of  revenue,  which  necessi- 
tated a  policy  of  retrenchment  and  economy.  As  a  result  the  expen- 
diture in  1915-16  showed  a  substantial  dearease  as  compared  with 
1913-14.  The  economy  was  effected  mainly  in  connection  with 
nurseries  and  plantations.  By  1917-18  the  fiscal  system  had  been 
readjusted  so  as  to  yield  the  increased  revenue  required  for  ordinary 
governmental  purposes,  and  the  depreciation  in  the  purchasing 
power  of  money  had  manifested  itself  in  a  substantial  increase  in 
expenditure,  an  increa,se  of  almost  40  per  cent,  over  1915-16. 
In  addition,  the  sum  of  £17,799  was  expended  in  that  year  for 
afforestation  by  white  labour.  Afforestation  was  one  of  the  methods 
employed  by  the  Union  Government  in  their  attempt  to  solve  the 
poor -white  problem.  At  the  time  there  was  acute  distress  in  certain 
sections  of  the  Union  as  the  result  of  a  severe  drought  followed  by 
floods.  Representations  were  made  to  the  Government,  and  various 
measures  were  taken  for  the  relief  of  distress,  one  of  them  being^the 
absorption  of  poor  whites  in  new  afforestation  schemes. 

18  O.Y.B.  1919,  p.  852,  and  Appropriation  Accounts  1919-20,  p.  288. 
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The  expenditure  on  forestry  was  further  enhanced  after  1918  by 
the  sharp  rise  in  the  cost  of  living  and  of  materials  of  all  kiiids,  as 
well  as  b}^  an  increase  in  the  staff. 

The  forest  revenues  illustrate  the  same  variations  as  the  expendi- 
tures during  the  period  under  consideration,  namely,  a  decrease  m 
the  first  two  years  of  the  war  followed  by  an  annual  increase.  The 
following  table^^  exhibits  the  various  subdivisions  of  forest  revenue  : 


Head  of  Revenue. 

1914-15. 

191(5-17. 

1917-18. 

£ 

£ 

£ 

Timber 

10,613 

20,527 

33,565 

Firewood     and    Charcoal 

10,307 

10,039 

11,920 

Bark         

1,809 

1,877 

881 

Hut-wattles 

1,708 

1,617 

2,241 

Minor  produce    ... 

13,823 

17,193 

10,748 

Total     ..:  ...  44,260  57,853  65,355 

The  sale  of  timber  constitutes  the  main  source  of  revenue  and  is 
tending  to  increase  in  importance.  In  1914-15  the  revenue  from 
timber  represented  less  than  40  per  cent,  of  the  total  forest  revenue, 
whereas  in  1917-18  the  percentage  was  more  than  50.  Also  the 
timber  receipts  were  enhanced  by  more  than  100  per  cent,  during 
the  three-year-period  from  1914-15  to  1917-18,  due  to  the  increased 
yield  of  the  plantations.  The  yield  of  timber  from  the  indigenous 
forests  showed  a  small  increase,  namely,  from  909,331  cubic  feet  in 
1914-15  to  960,898  cubic  feet  in  1917-18,  whereas  the  yield  oi  timber 
from  plantations  was  increased  from  180,256  cubic  feet  to  629,362 
cubic  feet  during  the  same  period.'"  The  increase  in  the  timber 
receipts  accounts  for  almost  the  entire  increase  in  the  total  forest 
revenue. 

With  regard  to  the  minor  produce,  the  most  important  single 
item  is  the  sale  of  transplants  and  cuttings,  which  is  likewise  tending 
to  increase  in  importance.  During  the  financial  year  1914-15, 
2,851,600"'  transplants  were  sold  from  the  Government  nurseries, 
whereas  in  1917-18  the  number  of  transplants  sold  was  4,558,652,^^ 
an  increase  of  60  per  cent.  The  other  items  under  the  heading 
"  minor  produce  "  are  the  receipts  from  the  sale  of  seeds,  from 
grazing  and  cultivation,  from  licences  for  the  collection  of  buchu 
leaves  on  the  forest  reserves,  or  of  flowers,  bush  tea,  etc. 

19  Lait's  Commercial  Blue  Book  for  zi  Laite's  Commercial  Blue  Book. 
South  Africa,   1916,  p.  339  and  O.Y.B.       1916,  p.  339. 

1918,  p.  456.  22  O.Y.B.   1919,  p.   573. 

20  O.Y.B.    1918,  p.   457. 
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Summary  of  Financial  Results. — The  following  table  serves  as  an 
adequate  summary  of  the  financial  results  of  forestry  in  South 
Africa  during  the  period  in  question  : 

Heading.  1911-12.     1913-14.     1915-16.     1917-18.     1919-20.     1920-21. 

££££££ 
Expenditure            ...         111,635      120,827        95,055      131,285      171,004      215,554 
Revenue       55,224        50,603        51,978        63,767      117,256      107,220 


Deficit  £56,411      £70,224      £43,077      £67,518      £53,748    £108,334 

The  revenue  referred  to  in  the  above  table  represents  cash  revenue 
only  ;  but  gratis  issues  are  made  every  year  to  the  extent  of  several 
thousands  of  pounds  sterling.  In  1914-15,  for  example,  the  gratis 
issues  involved  an  amount  of  £14,147.'^  However,  taking  merely 
the  cash  revenue  as  a  basis,  it  is  observed  that,  on  the  whole,  the 
revenue  covers  about  one-half  of  the  expenditure.  In  1913-14  the 
revenue  represented  slightly  more  than  40  per  cent,  of  the  expendi- 
ture, whereas  in  1919-20  the  perce'ntage  was  more  than  67,  but 
spread  over  a  number  of  years  the  revenue  constitutes  about  one- 
half  of  the  expenditure,  which  does  not  by  any  means  represent 
a  heavy  burden  on  the  taxpayer  for  the  valuable  services  rendered 
to  the  community  in  the  form  of  forest  conservation  and  afforesta- 
tion. 

Moreover,  the  increase  in  the  yield  of  timber  from  plantations 
bids  lair  to  equalise  revenues  and  expenditures  in  the  near  future. 
The  great  increase  in  revenue  after  1915  is  mainly  to  be  contributed 
to  increased  sales  of  timber."^  The  yield  from  the  plantations 
has  been  so  encouraging  that  the  Union  Government  has  embarked 
upon  the  policy  of  applying  moneys  from  the  loan  fund  towards  the 
extension  of  afforestation  and  the  purchase  of  land  for  such  purposes. 
In  1918-19  the  sum  of  £38,000  was  expended  on  afforestation  from 
the  loan  fund  ;  in  1919-20  the  capital  expenditm'e  amounted  to 
£41,244,^^  and  in  the  estimates  for  1920-21  provision  was  made  for 
an  appropriation  of  £59,000""  in  respect  of  forestry. 

Prior  to  1918  all  expenditure  on  afforestation  has  been  met  from 
ordinary  revenue,  but  in  that  year  it  was  decided  to  extend  the  work 
of  afforestation  in  view  of  its  remunerative  prospects  and  its  accord- 
ance with  the  public  welfare,  and  to  provide  for  such  extension  and 
for  the  purchase  of  land  specially  suited  for  afforestation  out  of 
oan  funds.     Up  to  that  time  afforestation  was  confined  to  the  old 

2:' Laite'sCommercial  Blue  Book,  1916,  ^  Ibid,  p.  425. 

p.  339.  26  Q.S,     of     Union     Statistics,     Oct. 

Z''  Report  of  Auditor-General  for  1919-  1920,  p.    78. 
1920,  p.  88. 
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Government  forest  reserves,  which  are  situated  on  Crown  lands  and 
which  therefore  did  not  necessitate  any  expenditure  on  the  part  of 
the  Government  for  the  purchase  of  forest  lands.  The  new  policy 
embodies  the  conviction  that  afforestation  requires  land  specially 
suited  for  the  purpose,  if  it  is  to  prove  remunerative. 

The  conclusion  may  therefore  justifiably  be  drawn  that  the 
forest  department  of  the  Union  of  South  Africa  is  well  on  its  way 
to  removing  the  present  burden  on  the  taxpayers  in  respect  of 
forestry.  The  burden  has  been  light  in  comparison  with  the 
advantages  to  be  derived  from  the  activities  of  the  forest  depart- 
ment. Forestry  will  probably  never  prove  to  be  a  profitable 
adjunct  of  the  Union  Government,  but  it  shows  every  promise  at 
present  of  according  inestimable  benefits  to  the  present  generation 
and  more  so  to  posterity  at  comparatively  small  cost. 


CHAPTER  4. 

Mining  Lands  and  Mining  Rights.     Irrigation.     (iuANO 

Islands. 

1 .  Mining  Lands  and  Mining  Rights. 

(a)  Government  Ow7iership  Share  of  profits  in  Diamond  Mines. — 
In  accordance  with  the  provisions  of  the  Transvaal  Precious  Stones 
Ordinance  of  1903,  the  State  is  entitled  to  a  six-tenths  share  of  any 
diamondiferous  land  that  is  proclaimed  a  mine.^  The  Premier 
Diamond  Mine  is  practically  the  only  diamond  mine  in  the  Trans- 
vaal that  is  deservmg  of  mention.  Mining  operations  were  com- 
menced in  1903,  the  year  in  which  the  abovementioned  ordinance 
went  into  effect.  The  proprietors  of  the  Premier  mine  might  have 
taken  the  four-tenths  share  to  which  they  were  entitled,  and 
worked  that  part  of  the  mine  without  any  further  liability  to  taxa- 
tion. In  view,  however,  of  the  difficulty  of  ascertaining  in  which 
part  of  the  diamondiferous  area  the  pipe  was  located,  they  elected  to 
work  the  whole  area  of  the  mine,  thus,  virtually  entering  into  a 
partnership  with  the  Government,  to  whom  they  are  required  to 
pay  six-tenths  of  the  net  profits  earned. 

In  the  Cape  of  Good  Hope  and  the  Orange  Free  State  similar 
precious  stone  laws  are  in  force,  but  the  great  producing  concerns  in 
these  provinces ^  namely,  the  De  Beers  Consolidated  and  the  Jagers- 
fontein  mines  respectively,  are  only  subject  to  taxation  in  the  form 
of  the  profits  taxes  applying  to  all  mining  concerns,  these  mines 
having  been  in  operation  at  the  time  of  the  promulgation  of  such 
laws. 

In  the  Orange  Free  State,  the  State  is  entitled,  under  the  Mining 
of  Precious  Stones  Ordinance  of  1904,  to  a  fom'-tenths  share  in  any 
diamond  mine  on  private  land,  but  in  cases  where  a  small  mine  is 
proclaimed,  not  exceeding  135,000  square  feet  in  a.rea,  the  Govern- 
ment may  lease  the  portion  owned  by  the  Crown  to  the  owner  or 
mine-holder  on  such  terms  as  may  be  agreed  upon."  In  accordance 
with  this  provision,  the  Government  has  leased  to  three  small  dia- 
mond mining  companies  operating  in  that  province  the  40  per 
cent,  interest  owned  by  the  Crown.     As  consideration  for  the  lease 

1  Ordinance  of  1903,   66  (Transvaal)  2  Ordinance  4  of  1904  (O.F.S.),  sec.  50 

t^eo.  27  (1), 
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of  the  Crown's  share  the  mines  pay  annually  a  percentage  of  the 
profits  to  the  Government  in  the  form  of  a  royalty. 

Henceforth,  all  new  diamond  mines  will  be  subject  to  partnership 
with  the  Union  Government,  whether  proclaimed  in  the  Transvaal, 
the  Orange  Free  State,  or  the  Cape  Province. 

During  the  decade  from  1910  to  1920  the  Union  Government 
derived  a  considerable  revenue  from  its  ownership  share  of  profits  in 
diamond  mines,  the  amount  being  about  £3,500,000  for  the  ten- 
year  period.  The  annual  revenue  from  this  source  varied  appreciably 
during  that  decade,  depending  upon  the  prevalence  of  prosperity  or 
depression  in  the  diamond  mining  industry,  as  illustrated  m  the 
following  table  :" 


Fiscal  Year. 

Government  Share 

of  Profits  in  DiamonrI 

]\Iines. 

£ 

1911-12       

333,176 

1913-14       

476,856 

1915-16       

130.831 

1917-18       

355,275 

1919-20       

727,857 

The  low  mark  of  1915-16  was  occasioned  by  the  disturbance  in 
the  diamond  industry  in  consequence  of  the  outbreak  of  the  War, 
and  the  high  mark  of  1919-20  was  the  result  of  the  exceptionally 
high  prices  obtained  in  that  year. 

This  form  of  revenue  is  regarded  as  an  item  of  ordinary  revenue, 
payable  into  the  Revenue  Account  to  be  applied  towards  the  pay- 
ment of  the  current  expenditures  of  the  Government.  This  action 
is  not  in  conformity  with  the  principles  of  sound  finance, 
which  would  prescribe  that  one -half  of  such  receipts  should 
be  devoted  to  the  redemption  of  debt,  in  view  of  the  diminution  in 
the  value  of  the  mineral  assets  of  the  State,  and  the  other  half 
to  the  payment  of  current  expenditure,  in  view  of  the  fact  that  no 
taxation  is  payable  on  the  Government's  share  of  the  profits  of  the 
mine,  and  that  the  State  is  building  up  a  patrimony  for  future 
generations. 

(6)  Leases.  (1)  "  Public  Diggings." — Under  the  old  Transvaal 
mineral  laws  the  right  of  mining  for  and  disposing  of  all  precious 
metals  is  vested  in  the  Crown.  Whenever  precious  metals  have  been 
found  on  Crown  or  private  land,  and  the  Government  is  satisfied 
that  they  exist  in  payable  quantities,  it  may  proclaim  such  land 
a  public  digging.    In  the  case  of  private  land  the  owner  of  the  Mineral 

3  O.Y.B.  1919,  p.  835,  &  O.Y.B.  1920. 
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rights  has  the  right  to  select  either  one  or  two  areas  called  a  "  myn- 
pacht,"  which  may  not  in  the  aggregate  exceed  one -fifth  of  the 
extent  to  be  proclaimed,  while  the  owner  of  the  freehold  has  also  the 
the  right  to  a  certain  reservation  for  homestead  and  agricultural 
purposes.^ 

Under  the  provisions  of  the  Transvaal  Precious  and  Base  Metals 
Act  of  1908,  the  Government  is  empowered  to  lease  to  any  person  the 
exclusive  right  to  mine  for  precious  metals  on  public  diggings.  The 
consideration  payable  to  the  Government  in  respect  of  such  leases  is 
an  agreed  share  on  a  sliding  scale  percentage  basis  of  the  annual 
profits,  prescribed  as  follows  in  the  Mining  Leases  Act  of  1918*  : 

Profits  expressed  as  a  percentage  of  revenue.         Percentage  of  profits  payable  to 

the  Government. 

Nil. 

2.6    per  cent. 

12.9 

37.6 

60 

Prior  to  1916-17  the  leasing  of  rights  to  mine  on  public  diggings  had 
yielded  no  revenue  at  all  to  the  State.  One  lease  had  been  granted 
and  had  been  in  operation  for  several  years,  but  the  Government  had 
agreed  to  treat  its  share  of  the  profits  as  a  loan  to  the  mining 
company  until  the  annual  profits  should  amount  to  £250,000,  when  its 
share  of  the  profits  in  excess  of  that  sum  would  become  payable. 
This  mark  was  reached  in  1916  with  the  result  that  during  the 
financial  year  1916-17  the  Government  received  the  sum  of  £5,102 
as  a  first  payment  in  respect  of  the  lease.  Subsequent  to  that  date 
the  growth  in  the  receipts  from  this  source  has  been  extraordinary. 

By  the  end  of  1918  six  additional  leases  had  been  granted  under  the 
aforementioned  provisions,  and  by  1919  two  of  these  were  yielding  a 
small  revenue  to  the  State.  In  respect  of  the  remaining  leases,  the 
companies  had  not  yet  reached  the  producing  stage. ^ 

In  terms  of  the  General  Loans  Consolidation  Act  of  1917,  a  pro- 
portion of  the  revenue  derived  from  this  source,  representing  taxa- 
tion in  accordance  with  the  Income  Tax  Consolidation  Act  of  1917, 
is  to  be  assigned  to  the  Revenue  Account,  and  the  remainder  is  to  be 
placed  to  the  credit  of  the  Loan  Account.'  This  action  on  the  part 
of  the  Government  is  highly  commendable,  being  in  entire  accord 
with  the  fundamental  principles  of  scientific  finance, 

*  Transvaal    Act    35    of    1908,    sees,  6  Auditor-General's  Report  for  1919- 

20  &  23.  1920.  p.  97. 

5  Act  30  of  1918.   1st  Schedule.  7  Act  22  of   1917,  sec.   3  (d). 
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The   following  table   illustrates   the   remarkable  growth   in  the 
revenue  from   the  leasing  of  public   diggings  : 


Amount  paid 

into  Revenue 

Amount  paid 

Fiscal  Year. 

Account    in 

into  Loan 

Total. 

lieu  of 

Account. 

Taxation. 

£ 

£ 

£ 

1916-17       

5,102 

— 

5,102 

1917-18       

55,817 

187,761 

243,578 

1918-19       

99,904 

291,152 

391,056 

1919-20       

127,850 

502.446 

630,296 

£288,673 


981,359 


1,270,032 


The  great  bulk  of  the  receipts  referred  to  represents  the  Govern- 
ment's share  of  the  profits  in  the  "  Government  Gold  Mining  Areas 
(Modderfontein)  Consolidated."  The  other  gold  mines  subject 
to  Government  ownership  were  only  in  the  initial  stages  of  produc- 
tion, two  of  which  .had,  however,  begun  to  yield  a  small  revenue, 
which  will  naturally  tend  to  increase  considerably  as  the  mines 
extend  and  produce  a  larger  yield  of  gold  and  as  the  percentage  of 
the  Government's  share  of  the  profits  increases  in  accordance  with 
the  sliding  scale. 

This  method  of  leasing  the  right  to  mine  on  public  diggings  bids 
fair  to  become  a  very  important  source  of  revenue  in  the  future. 
The  Far  East  Rand,  where  the  State  owns  a  large  number  of  un- 
developed claims,  has  recently  assumed  a  very  important  position  in 
Witwatersrand  mining,  and  it  is  from  this  district  that  a  pro- 
gressive output  of  gold  may  be  looked  for  to  take  the  place  of  the 
exhausted  outcrop  properties  of  the  Central  Rand  and  to  counteract 
the  diminishing  output  of  a  large  group  of  mines  showing  a  serious 
reduction  in  values  at  depth.  Recent  calculations  show  that,  if 
only  one-half  of  the  state-owned  claims  on  the  East  Rand  which 
are  not  held  by  producing  companies  and  which  contain  reef  at  a 
depth  of  less  than  5,000  feet  prove  remunerative,  after  a  deduction 
of  60  per  cent,  for  non-payable  zones,  a  yield  of  gold  to  the  approxi- 
mate  value   of   £450,000,000   will   be   obtained.*^ 

Thus,  if  expectations  are  fulfilled  and  a  transition  takes  place 
from  the  Central  Rand  to  the  Far  East  Rand,  the  Union  Govern- 
ment will  be  in  receipt  of  a  considerable  annual  revenue  from  the 
leasing  of  gold  mines  on  public  land. 

8  0.Y.B.   1918,  p.  484. 
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(2)  "  Beivaarplaafsen."  — Under  the  provisions  of  the  Transvaal 
Precious  and  Base  Metals  Act  of  1908,  the  right  to  mine  for  pre- 
cious metals  underneath  any  place  reserved  by  former  laws  dealing 
with  the  mining  of  such  metals  is  vested  in  the  crown,  and  the 
Government  is  empowered  to  lease  the  right  to  mine  under  such 
areas  on  terms  which  it  may  deem  most  advantageous.^  The 
so-called  "  Bewaarplaatsen  Receipts  "  refer  to  the  proceeds  obtained 
by  the  Government  from  the  leasing  of  the  right  to  undermine 
such  "  bewaarplaatsen,"  i.e.  storage  sites,  towns,  villages,  public 
squares,  cemeteries,  gardens,  permanent  fortifications,  etc.,  which 
were  reserved  from  pegging  and  prospecting  and  were  situated  on 
proclaimed  land  when  the  Act  of  1908  came  into  effect. 

The  Government  was  directed  to  assign  the  receipts  from  such 
leases  to  a  separate  fund  or  account  until  ownership  thereto  could 
be  determined.  This  account  was  known  as  the  Special  Bewaar- 
plaatsen Account,  which  was  a  special  account  within  the  Revenue 
Account.  This  complicated  question  was  settled  by  the  Bewaar- 
plaatsen Moneys  Application  Act  of  1917,  which  provided  for  the 
payment  to  the  registered  owner  of  the  land  upon  which  bewaar- 
plaatsen were  situated  of  nineteen -fortieths  of  the  moneys  received 
by  the  Government  prior  to  the  commencement  of  the  Act,  which 
went  into  effect  in  July,  1917,  and  of  eighteen -fortieths  of  the 
moneys  thereafter  received.  The  moneys  received  prior  to  the  com- 
mencement of  the  Act  and  available  for  distribution  amounted  to 
£1,074,943.  Of  this  amount  £487,480  was  paid  out  to  the  registered 
owners  other  than  the  State. ^"^ 

In  accordance  with  the  provisions  of  the  General  Loans  Consoli- 
dation Act  of  1917,  the  greater  part  of  the  balance  representing  the 
Government's  share  was  placed  to  the  credit  of  the  Loan  Account,  a 
small  portion  thereof  being  payable  to  the  Revenue  Account.  The 
sum  due  to  the  registered  owners  became  a  debt  to  be  discharged  by 
the  issue  of  Union  5  per  cent,  stock." 

Subsequent  to  1917  the  annual  bewaarplaatsen  receipts  have 
been  definitely  allocated  according  to  the  terms  of  the  act  referred 
to,  the  Government's  share  being  twenty-two -fortieths  and  the 
remaining  eighteen-fortieths  being  distributed  amongst  the  regis- 
tered owners  of  the  land  on  which  the  bewaarplaatsen  are  situated. 
In  the  distribution  of  the  latter  amount  the  Government  again  comes 
into  consideration,  being  tlie  registered  owner  of  several  bewaar- 

9  (Transvaal)  Act  35  of  1908,  sec.  52.  n  Act  24  of  1917,  aec.  2. 

10  Report  of  Commissioner  for  Inland 
Revenue,   1917-18,  p.  6. 
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plaatsen.  Of  the  amount  accruing  to  the  Government,  the  greater 
portion  is  assigned  to  the  Loan  Account,  as  indicated  in  the  follow- 
ing table. '^ 


■Government's   Share   of   Bewaarplaatsen 

Receipts,    1917 

18  to 

1919-20. 

Amount  paid 

Amount  paid 

Fiscal  Year.                        into  Revenue 

into     Loan 

Total. 

Account. 

Account. 

£ 

£ 

£ 

1917-18       44,193 

80,5.32 

124,725 

1918-19       — 

118,905 

118,965 

1919-20       — 

128,021 

128,021 

£44,193 


£327,518 


£371,711 


This  source  is  expected  to  yield  a  steady  revenue  every  year 
for  the  present  and  the  near  future,  and,  like  the  leases  of  gold 
mines  on  public  diggings,  has  great  possibilities  in  the  more  remote 
future  when  the  exhaustion  of  the  oldest  mines  will  probably  occasion 
a  more  intensive  demand  for  new  mining  lands. 

(3)  Base  Metal  Mines. — When  base  metals  have  been  discovered 
in  payable  quantities  on  Crown  land,  the  Government  is  empowered 
to  lease  to  the  discoverer  the  sole  right  of  mining  such  base  metals, 
subject  to  the  payment  of  such  royalty  and  under  such  other  con- 
ditions as  may  be  agreed  upon.'"  Two  base  metal  leases  have  been 
granted  in  this  manner.  The  consideration  for  each  lease  is  a  per- 
centage of  the  annual  net  profits,  such  payment  being  in  addition  to 
any  taxation  imposed  by  statute  on  the  profits  of  mining. 

The  revenue  derived  from  these  base  metal  leases  is  comparatively 
small  and  has  been  very  irregular  in  amount  from  year  to  year, 
depending  on  the  vicissitudes  of  the  copper  and  tin-mining  industries, 
-as  will  appear  from  the  following  table. '^ 


Revenue  from  Base  Metal 

Leases. 

Fiscal 

Year. 

Amount 
£ 
...       16,540 

1911-12  ... 

1913-14  ... 

5,619 

1915-16  — 

...       12,010 

1917-18  ... 

...       26,662 

1919-20  ... 

3,082 

The  receipts  from  the  base  metal  leases  are  paid  into  the  Revenue 
Account  and  so  constitute  an  item  of  ordinary  revenue. 


12  Half-yearly  Abstract  of  Union  Sta- 
tistics, June,  1919,  p.  81,  and  Finance 
Accounts.    1919-20. 


13  Transvaal  Act  35  of  1908,  sec.  119. 
i-iO.Y.B.  1918,  p.  680  &  O.Y.B.  1920. 
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(c)  Licences  and  Mynpacht  Dues. — This  revenue  accrues  under  the 
provisions  of  the  laws  relating  to  prospecting  and  mining  through- 
out the  Union.  Licences  are  required  for  the  purpose  of  prospecting, 
or  of  working  claims  available  for  pegging  by  the  public.  Dues  are 
also  payable  in  respect  of  a  "  mynpacht,"  i.e.,  the  portion  reserved 
for  the  owner  of  the  land  or  of  the  mineral  rights.  The  licence  fees 
and  mynj)acht  dues  are  payable  under  the  laws  in  force  in  the 
respective  Colonies  at  the  establishment  of  the  Union,  and  thus 
vary  considerably.  In  respect  of  private  land,  one-half  of  the 
licence  moneys  received  by  the  Mining  Commissioner  is  paid  to  the 
owner  of  such  land. 

The  revenue  derived  from  licences  and  mynpacht  dues  is  fairly 
stationary,  being  subject  to  slight  fluctuations  only,  as  illustrated 
in  the  following  table. ^'^ 


Revenues  from  Licences 

Fiscal  Year. 

and  Mynpacht  Dues. 
£ 
304,651 

1911-12  

1913-14  

...    274,473 

1915-16  

241,024 

1917-18  

261,307 

1919-20—         

274,867 

This  form  of  revenue  is  treated  as  ordinary  revenue  and  paid  into 
the  Revenue  Account.  It  has  proved  to  be  a  factor  of  no  small 
fiscal  significance,  and  there  is  every  likelihood  of  its  continuing  to 
yield  a  substantial  revenue  for  a  long  period  of  time. 

Summary. — The  total  revenue  accruing  to  the  Union  Government 
from  mining  lands  and  rights  has  assumed  immense  proportions  in 
recent  years.  In  the  year  1919-20  the  Union  Treasury  received  the 
sum  of  £1,764,123  from  this  source,  whereas  in  1913-14  the  receipts 
had  amounted  to  about  £850,000.  This  great  increase  is  indeed  to  be 
attributed  in  part  to  the  prosperity  prevailing  in  the  mining  industry 
at  the  time,  but  it  also  serves  to  indicate  the  natural  trend  of  this 
branch  of  revenue  and  the  enhancement  of  such  revenue  as  a  result 
of  greater  activity  in  regard  to  the  leasing  of  mineral  rights  and 
mining  lands  belonging  to  the  State. 

.  The  total  revenue  derived  from  the  various  items  of  the  so- 
called  "  Government  Ownership  Mining  Revenue  "  during  the  nine- 
year  period  from  1911-12  to  1919-20,  both  inclusive,  amounted 
to  £8,038,956,  distributed  as  follows  : 


16  O.Y.B.  1918,  p.  680,  &  O.Y.B.  1920. 
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£ 

Diamond  Mines — Partnership  Shares  ...          ...  3,305,512 

Gold    Mines — Leases     in     respect     of     Public 

Diggings             1,270,032 

Bewaarplaatsen  leases    ...          ...  959,174 

Base  Metal  Mines — Leases         ...          ...          ...  117,966 

Licences  and  Mynpacht  Dues  ...          ...          ...  2,386,272 


Total £8,038,956 

(2)  Irrigation  and  Conservation  of  Watet . 

Prior  to  the  establishment  of  the  Union  the  principle  of  water 
conservation  had  been  entirely  ignored  in  colonial  legislation, 
whereas  in  a  country  with  large  arid  and  semi-arid  tracts  this 
formed  the  most  essential  factor  of  a  water  law.  After  the  fomia- 
tion  of  the  Union  it  was  found  impossible  to  frame  a  law  approxi- 
mating even  remotely  to  an  ideal  water  law,  as  consideration  had 
to  be  given  to  the  large  vested  interests  which  had  accrued  during 
previous  generations.  The  only  solution  was  to  adapt  the  old 
common  law  principles  which  had  controlled  the  situation  pre- 
viously. 

The  Union  Irrigatioij.  and  Conservation  of  Water  Act^^  was 
passed  in  1912.  This  Act  fulfills  a  threefold  purpose.  In  the  first 
place,  it  is  a  national  law  regulating  the  use  of  water  in  public 
streams.  Secondly,  it  provides  special  judicial  machinery  for 
dealing  with  the  definition  of  water  rights  along  public  streams, 
the  settlement  of  disputes,  and  the  like.  And  finally,  it  contains 
a  variety  of  provisions  designed  to  promote  the  development  of 
irrigation,  such  as  the  constitution  of  Irrigation  Districts  and 
Boards,  and  irrigation  loans  to  private  persons  and  Irrigation 
Boards. 

The  administration  of  the  Irrigation  Act  is  vested  in  a  special 
depariment  known  as  the  Irrigation  Department,  which  is  a  sub- 
division of  the  Department  of  Lands,  under  the  control  of  the  Direc- 
tor of  Irrigation,  who  is  assisted  by  a  staff  of  engineers  and  other 
administrative  officers.  The  functions  of  the  Department  of  Irri- 
gation may  be  briefly  characterised  as  follows  :  (a)  to  supervise, 
construct,  and  control  irrigation  works  and  to  do  all  acts  necessary 
or  incidental  to  the  conservation  of  the  water  resources  of  the 
Union  ;  (6)  to  examine  and  advise  upon  any  scheme  for  the  estab- 
lishment or  maintenance  of  irrigation  works  submitted  to  it  by 

'PAct  8  of   1912. 
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private  individuals,  river  boards,  irrigation  boards,  or  local  authori- 
ties ;  (c)  to  advise  as  to  the  expediency  of  sanctioning  and  granting 
loans  in  connection  with  irrigation  or  water  supply  works. ^^ 

Government  Irrigation  Works. — The  Union  Government  is 
empowered  to  construct,  subject  to  the  approval  of  Parliament, 
any  irrigation  work  which  it  considers  necessary  or  desirable  for 
the  purpose  of  conserving  or  utihzing  any  pubUc  stream,  or  for 
abstracting,  storing,  or  preventing  the  waste  of  subterranean  water, 
and  to  supply  and  distribute,  in  accordance  with  regulation,  water 
from  any  such  works.  The  government  is  also  empowered  to  assess 
rates  (to  be  called  Government  rates)  upon  land  irrigated  or  bene- 
fiting directly  or  indirectly  by  water  from  works  constructed  undei 
its  authority.^^ 

Irrigation  Loans. — The  Union  Irrigation  Act  contains  elaborate 
provisions  in  respect  of  irrigation  loans  to  individuals  and  irriga- 
tion boards.  If  an  owner  of  land  applies  for  a  loan  exceeding 
£250,  the  security  offered  therefor  is  to  be  a  mortgage  of  immovable 
property.  In  the  case  of  an  irrigation  board  the  security  offered 
for  a  loan  is  to  be  the  rates  leviable  by  the  board  or  such  other 
security  as  may  be  approved  by  the  Government.^^ 

In  fixing  the  period  of  the  loan  regard  shall  be  had  to  the  nature 
and  probable  durability  of  the  works  as  determined  by  the  Direc- 
tor of  Irrigation.  An  irrigation  loan  repayable  within  a  longer  period 
than  thirty  years  is  not  to  be  granted  without  the  approval  of  Parlia- 
ment, and  an  irrigation  loan  shall  not,  without  the  previous  approval 
of  Parliament,  be  granted  in  respect  of  any  works  if  the  total  esti- 
mate of  the  cost  thereof  exceeds,  when  complete  as  an  indepen- 
dent scheme,    £30,000.''' 

Capital  Expenditure. — The  capital  expenditure  in  respect  of  irri- 
gation in  the  Union  of  South  Africa  has  been  of  considerable  dimen- 
sions. Dming  the  decade  from  1910  to  1920  the  Union  Govern- 
ment expended  the  sum  of  £2,871,692  on  irrigation  from  loan  funds, 
of  which  sum  the  greater  proportion  represented  loans  to  irrigation 
boards  and  individuals  in  connection  with  irrigation  projects 
approved  of  by  the  Director  of  Irrigation.  In  fact,  the  Irrigation 
Department  is  one  of  the  most  important  organizations  through 
which  the  Union  Government  assists  in  the  development  of  the 
resources  of  the  country. 

"Act  8  of  1912,  sec.  4.  ^^  Ibid,  sec.   118. 
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The  following  table"^  serves  to  indicate  the  range  of  the  expendi- 
tures from  loan  fund  and  the  relative  significance  of  the  various 
items. 


Heading 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

Government  Schemes    ... 

29,605 

36,061 

34,527 

141,367 

128,415 

Irrigation  Loans 

76,900 

186,074 

198,735 

224,908 

295,674 

Boring  on  Crown  Lands 

3,498 

36,873 

1,656 

14,604 

38,825 

Purchase  of  Land 

71,401 

— 

— 

— 

— 

Miscellaneous 

3,885 

950 

— 

— 

— 

Total £185,289   £259,958   £234,918   £380,879   £462,914 

The  most  significant  feature  illustrated  by  the  foregoing  table  is 
the  extraordinary  increase  in  the  amount  of  the  amiual  expendi- 
tures from  loan  funds,  the  year  1919-20  showing  an  increase  of 
almost  150  per  cent,  over  1911-12. 

Ordinary  Expenditure  on  Irrigation  and  Water -boring. — The 
cost  of  departmental  administration  is  comparatively  small,  taking 
into  consideration  the  great  variety  of  functions  assigned  to  the 
Irrigation  Department,  such  as  the  investigation  of  schemes  for 
irrigation  works  and  settlements,  the  consideration  of  applications 
for  loans,  the  services  of  Government  engineers  in  connection  with 
irrigation  projects,  and  water-boring  for  agricultural  and  stock 
farming  purposes. 

The  following  table"^  shows  the  range  of  the  orduxary  expendi" 
tures  on  irrigation  and  water-boring  which  are  defrayed  from 
general  revenue.  The  year  1915-16  represents  the  low  mark  of 
such  expenditures  as  a  result  of  the  disturbance  in  revenue 
occasioned  by  the  first  years  of  the  War  and  of  the  policy  of  economy 
necessitated  thereby. 

Ordinary   Expenditure    on    Irrigation    and    Water-boring. 


Head  of  Expenditvu-e. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

Salaries  and  Wages 

26,842 

37,747 

33,303 

38,536 

48,149 

Surveys    ... 

17,215 

19,019 

7,246 

21,042 

25,785 

Maintenance   of   Govern 

ment  Works 

3,700 

2,453 

7,131 

7,397 

2,054 

Boring 

53,687 

51,516 

21,724 

43,624 

66,248 

Miscellaneous 

15,510 

21,165 

10,363 

18,239 

27,524 

Total 

£116,954 

£131,900 

£79,767 

£128,838 

£169,760 

ziQ.Y.B.   1919,  p.  506,  &  Appropria-  22  Q.Y.B.   1919,   p.   853  &  Appropria- 

tion Accounts   1919-20,  p.   363.  tion  Accounts,   1919-20,  p.  322, 
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The  main  reduction  was  made  in  the  expenditure  on  boring  opera- 
tions, namely,  from  £51,516  in  1913  to  £21,724  in  1915-16.  Sub- 
sequent to  1915-16  the  expenditure  was  subject  to  sharp  increases 
in  view  of  the  war  bonus  allowances,  the  increase  in  salaries  and 
wages,  the  increased  cost  of  materials,  and  the  extension  of  the  acti- 
vities of  the  Irrigation  Department.  As  a  result  of  these  factors  the 
expenditure  in  1919-20  showed  an  increase  of  almost  50  per  cent,  over 
that  of  1911-12. 

The  greater  part  of  these  current  expenditures  represents  a 
net  financial  loss  to  the  Union  Government,  in  view  of  the  fact  that 
only  a  small  portion  of  such  expenditrji-es  is  covered  by  the  depart- 
mental receipts  from  Government  irrigation  works,  boring  operations, 
sale  of  meteorological  charts  and  meteorological  and  hydrographic 
data,  etc.  In  1916-17,  for  example,  the  current  expenditure  on 
irrigation  and  boring  amounted  to  £87,352,  whereas  the  departmen- 
tal receipts  yielded  only  £21,901,  i.e.  about  one-fourth  of  the  expendi- 
ture. Of  the  latter  amount,  £15,231  represented  revenue  derived 
from  boring  operations,  such  revenue  being  of  the  nature  of  a  pay- 
ment for  services  rendered,  and  £3,883  was  derived  from  the  Govern- 
ment irrigation  works. "^ 

With  regard  to  boring,  the  annual  loss  during  the  latter  part  of  the 
decade  tended  to  increase  as  a  result  of  the  rise  in  the  cost  of  boring. 


Heading. 

1917-18. 

1918-19. 

1919-20. 

£ 

£ 

£ 

Cost  of  Boring  (exclusive  of  certain  adminis- 

trative charges) 

36,600 

41,844 

50,425 

Charges  raised 

21,400 

21,594 

25,032 

Loss    £15,200   £20,250   £25,393 

The  Government  bears  not  only  the  loss  between  the  tariff  charge 
of  £3  a  day  and  the  actual  cost  stated  to  be  between  £5  and  £6 
a  day,  but  also  the  loss  on  unsuccessful  boring.^*    • 

The  receipts  from  Government  irrigation  works  do  not  by  any 
means  represent  an  adequate  return  on  the  capital  investment. 
This  is  to  be  attributed  to  the  absence  of  the  fiscal  motive  in  the 
construction  of  the  Government  works,  the  main  aim  being  to 
construct  such  irrigation  works  as  are  considered  to  be  necessary  or 
desirable  for  the  purpose  of  conserving  water.  These  works  may 
prove  to  be  self-supporting  or  even  profitable,  but  there  is  every 
likelihood  of  their  being  a  losing  proposition  for  a  long  period  of 

23  Report  of  Commissioner  of  Inland  24  Report  of  Auditor-General  for  1919* 
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IRRIGATION.  115 

time.  After  the  construction  of  such  works  ttie  Government  does 
make  every  effort  to  encourage  the  more  extensive  use  of  the  water 
for  irrigation  purposes  and  to  facihtate  the  formation  or  irrigation 
settlements,  but  frequently  the  cost  of  construction  is  so  great 
that  the  rates  will  be  excessive  if  levied  with  the  intention  of  making 
the  undertakurg  seK-supporting.  However,  the  burden  imposed 
on  the  taxpayer  is  justified  by  the  aims  of  the  Government. 

Interest  on  Irrigation  Loans. — Every  attempt  is  made  to  render 
the  investment  in  respect  of  irrigation  loans  a  self-supporting 
governmental  activity.  The  Union  Irrigation  Act  of  1912  con- 
tains a  variety  of  provisions  designed  to  preclude  the  possibility  of 
such  investment  becoming  a  burden  on  the  taxpayer.  The  Minister 
of  Finance  is  even  empowered  to  levy  and  recover  rates  and  to  collect 
any  dues  payable  to  an  irrigation  board,  in  the  event  of  such  a 
board  failing  to  pay  any  moneys  due  from  it  to  the  Government  in 
respect  of  a  loan.  The  rate  of  interest  payable  on  such  loans  was 
fixed  at  3f  per  cent.^^  by  the  above  act,  representing  the  current 
rate  of  interest  on  government  loans  at  the  time.  When,  however,  the 
European  War  occasioned  a  rise  in  the  rate  of  interest,  an  amending 
act^*^  was  passed  by  Parliament  in  1916  providing  for  changes  in  the 
rate  of  mterest  on  irrigation  loans,  such  changes  to  be  notified  in  the 
Government  Gazette  by  the  Minister  of  Finance.  Subsequent  to 
that  date  the  rate  of  interest  on  such  loans  has  been  5  per  cent., 
which  amply  covers  the  moneys  issued  from  the  Treasury  in  respect 
of  irrigation  loans,  but  which  does  not  provide  for  the  cost  of  admin- 
istration, including  the  cost  of  investigating  the  proposed  schemes. 

In  view  of  the  fact  that  the  Union  Government  assumes  a  risk  in 
its  role  as  money-lender  and  uses  its  credit  in  order  to  raise  the  funds 
for  irrigation  loans,  it  is  entitled  to  derive  some  benefit  from  the 
irrigation  works  after  the  loans  have  been  redeemed.  The  activity 
of  the  Government  in  respect  of  irrigation  is  one  of  national 
interest,  and  it  is  not  fair  to  other  localities  if  the  State  receives 
no  additional  compensation  for  the  special  benefits  conferred  on 
certain  regions.  It  would  seem  advisable,  then,  for  the  Government 
to  levy  a  low  rate  on  the  irrigation  works  of  boards  after 
redemption  of  the  loans. 

Prior  to  1919-20  the  loss  sustained  by  the  Treasury  on  account  of 
certain  amounts  being  written  off  as  irrecoverable  was  slight.  In 
1917-18  the  amount  written  off  was  £72,  and  in  1918-19  there  was 
no  occasion  for  any  such  action.     In  1919,  however,  a  special  act^' 

25  Act  8  of  1912,  sec.   125.  27  Act  43  of  1919. 

26  Act  26  of  1916. 
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was  passed  by  Parliament  with  a  view  to  providing  for  the  writing 
off  of  an  amount  of  £19,560  in  respect  of  loans  to  thi'ee  irrigation 
boards,  whose  works  suffered  a  great  deal  of  damage  during  the 
flood  in  those  regions  in  1916.-^  The  basis  on  which  the  remission  of 
moneys  due  to  public  funds  was  fixed  was  to  remit  the  proportionate 
capital  cost  under  the  original  scheme  of  such  land  as  had  actually 
been  destroyed,  plus  33  per  cent,  of  the  expenditure  necessitated 
by  the  flood. 

Summary. — It  is  apparent,  therefore,  that  the  promotion  of  the 
development  of  irrigation  in  all  its  aspects  in  South  Africa  has  been 
secured  by  the  Union  Government  at  no  slight  expense  to  the 
taxpayer.  The  amount  of  the  annual  expenditure  on  irrigation 
and  boring  to  be  defrayed  by  taxation  depends  on  the  following 
factors  :  the  cost  of  departmental  administration,  the  loss  incurred 
in  connection  with  the  boring  operations  of  the  department, 
the  amount  by  which  the  interest  on  the  capital  investment  of 
the  Government  irrigation  works  exceeds  the  income  from  those 
works,  and  the  loss  which  may  arise  from  the  non-payment  of 
interest  due  and  from  the  remission  of  interest  payable  on  such 
amounts  as  are  written  off  as  irrecoverable. 

However,  the  results  likely  to  be  obtained  in  the  future  from 
the  irrigation  policy  of  the  Union  Government,  the  essence  of  which 
is  the  conservation  of  water  and  the  promotion  of  irrigation  by  means 
of  irrigation  loans  extending  over  a  period  of  40  or  50  years  at  the 
rate  of  5  per  cent,  under  present  conditions,  amply  justify  the  imposi- 
tion on  the  taxpayer  of  the  burden  referred  to.  In  fact,  the  only 
regret  is  that  the  Colonial  Governments  had  not  handled  the  irriga- 
tion problem  with  such  vigour  and  determination  as  the  Union 
Government  has. 

(3)  Guatio,  Penguin  Eggs,  and  Seal  Skins. 

The  collection  and  distribution  of  guano  and  other  products  located 
on  the  Government  Islands  are  vested  in  the  Office  of  the  Guano 
Islands,  which  is  a  sub-division  of  the  Union  Department  of  Agricul- 
ture, under  the  control  and  management  of  the  Superintendent  of 
the  Government  Guano  Islands.  The  Government  Guano  Islands 
comprise  all  the  principal  islands,  islets,  rocks,  and  reefs  situated 
along  and  round  the  western  and  southern  portions  of  the  South 
African  coast.  These  islands  are  being  worked  mainly  for  the 
production  of  guano,  but  other  products,  such  as  penguin  eggs, 
seal  skins,  seal  oil,  etc.,  are  also  obtained. 

28  Report  of  Auditor-General  for  1919-1920,  p.  373. 
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Guano  is  sold  in  a  pulverized  form,  and  is  used  mainly  in  the  culti- 
vation of  cereals  and  vegetables.  Its  principal  chemical  con- 
Btituents  are  nitrogen,  potash,  phosphoric  oxide,  and  lime.  The 
main  objects  aimed  at,  in  the  working  of  the  Guano  Islands  as  a 
Government  undertaking,  is  to  assist  the  farmers  in  procuring  a 
first-class  fertilizer  at  reasonable  cost,  and  thus  the  guano  is  sold  at  a 
price  fixed  by  the  Government,  very  much  below  its  commercial 
value.  Prior  to  the  War  the  price  of  guano  was  £5  per  ton.  In  1915 
it  was  increased  to  £7  10s.  and  in  1917  to  £10  per  ton,  with  a  view  to 
meeting  the  increased  cost  of  production  and  also  to  placing  some 
check  upon  the  great  scramble  for  the  product  at  the  low  figure. 

Financial  Results. — The  guano  business  has  proved  to  be  a  pro- 
fitable enterprise  for  the  Union  Government,  yielding  a  substantial 
net  profit  every  year.  The  following  table  shows  the  receipts, 
expenditures,  and  net  profit  over  a  period  of  years. 


Heading. 

1911-12. 

1913-14. 

1915-16. 

1917-18. 

1919-20. 

£ 

£ 

£ 

£ 

£ 

Receipts  ... 

39,490 

42,771 

74,911 

82,584 

291,994 

Expenditure 

26,474 

33,539 

31,916 

44,424 

63.538 

Net  Profit  £13,016  £9,232        £42,995        £38,160      £228,456 

The  extraordinary  increase  in  the  receipts  for  1919-20  is  to  be 
attributed  entirely  to  the  phenomenal  prices  of  seal  skins  during 
that  year,  an  amount  of  £193,575  having  been  realised  from  the 
sales  in  London  of  seal  skins  secured  from  the  Government  Guano 
Islands.  The  price  had  advanced  from  an  average  of  37s.  6d.  per 
skin  in  January,  1918,  to  71s.  in  October,  1919,  and  £22  per  skin  in 
January,  1920.  The  high  prices  realised  in  January,  1920,  were 
regarded  by  the  South  African  Trades  Commissioner  as  phenomenal, 
and  were  attributed  by  him  to  foreign  competition  engineered  with 
a  view  to  capturing  the  seal-skin  trade. "^ 

With  regard  to  the  expenditures,  the  increase  is  mainly  due 
to  the  extension  of  the  war  bonus  in  1918  and  to  the  general  increase 
in  salaries  and  wages  authorised  in  1919,  and  to  the  increased  cost  of 
supplies. 

The  guano  business  is  an  enterprise  in  respect  of  which  the  capital 
expenditure  is  comparatively  small,  the  capital  account  as  on 
March  31,  1920,  comprising  the  amount  of  £8,582,  distributed  as 
follows  :  general  plant,  £1,402  ;  houses,  piers  and  other  structures, 
£5,015  ;  and  boats,  £2,165.^'^^'  The  enterprise  is  not  conducted  in 
accordance  with  strict  commercial  principles,  no  provision  being 


29  Auditor-General's  Report  for  1919-1920,  p.  99.  50  Ibid,  p.  264. 
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made  for  the  payment  of  interest  on  the  capital  investment,  which, 
however,  is  such  an  insignificant  item  that  it  does  not  appreciably 
affect  the  situation.  Taking  the  rate  of  interest  to  be  4|  per  cent., 
the  interest  charge  on  £8,582  will  amount  to  £386  per  annum. 
The  depreciation  charge  represents  a  fairly  large  percentage  of 
the  total  capital  investment,  namely  10  per  cent.,  the  amount 
assigned  to  depreciation  in  1919-20  being  £825.'*^ 

As  a  result,  then,  of  the  favourable  conditions  attending  the  con- 
duct of  the  guano  enterprise,  it  has  been  a  source  of  net  revenue  to 
the  Union  Government. 


II  Ibid,  p.  264. 


3.     INVESTMENT. 

CHAPTER     5. 
Investment  of  Cash  Balances  and  Deposits. 

{a)  Investment  of  Cash  Balances. 

The  Union  Treasury  is  entrusted  with  the  temporary  invest- 
ment of  cash  balances,  which  is  interpreted  in  the  Exchequer  and 
Audit  Act  of  1911  as  meaning  "  the  placing  of  moneys  on  deposit  at 
interest  with  any  banking  institution  at  call  or  subject  to  notice  not 
exceeding  twelve  months."^  With  a  view  to  economising  the 
public  balances,  the  Treasury  is  directed  to  restrict  the  sums  to  be 
issued  or  transferred  from  time  to  time  to  the  credit  of  accounting 
officers,  to  such  total  sums  as  the  Treasury  may  consider  necessary 
for  conducting  the  current  payments  for  the  public  service  assigned  to 
accounting  officers." 

The  revenue  derived  from  this  source  varies  considerably  from 
year  to  year,  depending  on  the  amount  of  the  balances  available 
for  investment.  The  interest  on  the  cash  balances  generally  ranges 
from  £75,000  to  £100,000  per  annum,  the  amount  in  1916-17  being 
£82,219.3 

(6)  Investment  of  Defosits . 

The  investment  of  all  trust  funds  or  deposit  moneys  coming  into 
the  hands  of  the  Government — such  as  post  office  savings  bank 
moneys,  guardians'  funds,  pension  funds — is  assigned  to  the  Public 
Debt  Commissioners,  subject  to  the  retention  at  the  disposal  of 
the  officers  who  have  the  control,  management  or  administration 
of  any  deposits  of  such  reasonable  working  balances  as  may  be 
approved  by  the  Minister  of  Finance.  Any  profit  earned  by  the 
Commissioners  in  connection  with  their  transactions  in  any  finan- 
cial year  is  to  be  payable  to  the  Consolidated  Revenue  Fund,  and 
any  loss  incurred  by  them  is  to  be  chargeable  on  that  fund.* 

This  practice,  however,  has  been  followed  consistently  in  the 
case  of  the  Guardians'  Funds  only,  the  surplus  income  from  the 
investment  of  Savings  Bank  moneys  being  placed  in  a  reserve  fund 

1  Act  21  of  1911,  sec.   28  (a).  3  Report  of  Commissioner  for  Inland 

Revenue    1916-17,    p.    27. 
■ilbid,  sec.  22  (2).  t  Act  18  of  1911,  sec.  9-13. 
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which  was  created  to  provide  against  depreciation,  and  any  profit 
realized  on  investments  in  respect  of  pension  or  other  funds  being 
credited  to  such  funds,  or  any  loss  incurred  being  borne  by  such 
funds. 

The  surplus  interest  earned  in  connection  with  the  investment 
of  the  guardians'  funds,  and  paid  into  the  Revenue  Account,  was 
subject  to  appreciable  fluctuation,  ranging  from  £38,854®  in  1916-17 
to  £51,926''  in  1919-20. 

Thus,  the  revenue  from  investment  varies  from  about 
£120,000  to  £150,000  per  annum. 


5  Report  of  Commissioner  for  Inland  ^  Report    of    Public    Debt    Commis* 

Revenue,    1916-17,  p.   27.  sioners  1919-20,  p.  31. 


B.     ADMINISTRATIVE    REVENUE. 

CHAPTER  6. 

Fees.      Departmental    Receipts.      Fines    and    Forfeitures. 
Miscellaneous    Revenue. 

(1)  Fees. 

(a)  Fees  of  Office  or  Court. — These  fees  are  prescribed  by  law, 
regulation,  or  rule  of  court  in  respect  of  proceedings  or  documents 
used  in  any  court  of  law,  or  in  respect  of  transactions  performed  or 
documents  used  in  any  public  office.  They  are  regarded  as  pay- 
ments for  services  rendered. 

The  payment  of  such  fees  is  to  be  denoted  by  means  of  adhesive 
revenue  stamps  of  the  required  value  affixed  to  the  documents 
chargeable  or  by  means  of  impressed  or  embossed  stamps. 

The  following  table^  shows  the  collections  in  respect  of  fees  of 
office  or  court  and  the  heads  of  the  various  government  depart- 
ments and  offices  in  which  such  fees  are  collected. 


Heading. 

1912-13. 

1914-15. 

1916-17, 

1917-18. 

£ 

£ 

£ 

£ 

Masters  of  Supreme  Court 

27,902 

27,131 

33,736 

34,812 

Registrars  of  Sixperior  Courts     ... 

14,547 

11,688 

11,443 

8,774 

Registrars  of  Deeds 

48,623 

29,302 

48,858 

52,185 

Registrars  of  Patents 

14,073 

10,472 

9,158 

14,503 

Registrars-General  of  Births,  Mar- 

riages, and  Deaths 

7,058 

7,148 

7,821 

9,438 

Sheriffs           

1,493 

623 

1,010 

2,768 

Surveyors-General    ... 

6,904 

5,291 

6,249 

8,307 

Magistrates    and    District    Officers 

(estimated) 

40,000 

40,000 

40,000 

40,000 

Total £160,600   £131,655   £158,275   £170,787 

(6)  School  and  Hospital  Fees. — In  the  Cape  of  Good  Hope  local 
school  administration  is  conducted  by  school  boards,  which  have 
the  general  financial  control  of  schools  under  their  jurisdiction.  The 
expenditure  on  school  education  is  defrayed  from  grants-in-aid 
made  by  the  Provincial  Council  supplemented  by  local  sources  of 
revenue.      Contributions    from    local   sources    are    derived    almost 

1  Reports  of  Commissioner  for  Inland  Revenue  for  1916-17  and  1917-18,  pp. 
10  and  7  respectively. 
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entirely  from  school  fees.  These  fees  are  not  paid  into  the  Pro- 
vincial Revenue  Fund,  but  are  retained  by  the  school  boards  and, 
together  with  the  provincial  grants-in-aid,  applied  toward  the 
payment  of  school  expenditures.  Thus,  in  the  Cape  Province, 
school  fees  do  not  constitute  an  item  of  provincial  revenue.  In 
1916  the  amount  received  as  school  fees  by  school  boards  in  this 
province  was  £258,289,'^  or  more  than  25  per  cent,  of  the  total 
school  expenditure. 

In  Natal  and  the  Orange  Free  State,  where  school  fees  are  also 
in  force,  the  receipts  are  paid  into  the  ProvincialJRevenue  Fund  and 
all  school  expenditures  paid  out  of  that  fund.  In  the  Transvaal 
school  fees  have  been  abolished  and  both  primary  and  secondary 
education  rendered  free,  while  books  and  school  materials  are  pro- 
vided by  the  Provincial  Administration.  This  change  was  brought 
about  in  1914,  involving  the  loss  of  provincial  revenue  to  the  extent 
of  about  £30,000  per  annum. 

In  respect  of  hospitals  the  same  condition  prevails.  In  some 
provinces  hospital  fees  constitute  an  item  of  provincial  revenue, 
such  as  in  Natal  and  the  Transvaal,  whereas  in  the  Cape  of  Good 
Hope  and  the  Orange  Free  State  it  is  not  the  case.  In  Natal  four 
hospitals  are  under  the  direct  control  of  the  Provincial  Administra- 
tion and  in  Transvaal  nine  are  maintained  by  the  Province.  The 
fees  charged  in  these  hospitals  are  paid  into  the  revenue  funds  of 
those  provinces.  In  the  Cape  Province  and  the  Orange  Free  State, 
on  the  other  hand,  the  management  of  hospitals,  as  well  as  the  full 
financial  responsibility,  is  vested  in  hospital  boards  which  are 
financed  by  provincial  subsidies  calculated  on  the  amount  of  their 
revenue  derived  from  patients'  fees  and  voluntary  contributions  and 
bequests. 

The  following  table^  shows  the  amount  of  those  school  and  hos- 
pital fees  which  are  paid  into  the  revenue  funds  of  the  Provinces 
concerned  and  so  represent  provincial  revenue. 


Revenue 

from     Hospital 

Fiscal  Year. 

and  School  Fees. 

1913-14       

114,030 

1914-15       

104,874 

1915-16       

110,172 

1916-17       

117,874 

1917-18       

151,428 

ZO.Y.B.   1918,  p.   261.  J  Half-yearly  Abstract  of  Union  Sta- 

tistics, June  1919,  p.  81. 
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Summary : 
Heading.  1913-14.        1915-lC.       1917-18. 

£  £  £ 

Revenue  from  Fees         245,685  248,590  322,215 

Percentage  of  Gross  Ordinary  Revenue  (Union 

and  Provincial)           ...             ...          ...          ...               1.4  1.4  1.5 

Per  Capita  of  European  Population        ...          ...          3s.  8d.  3s.  7d.  4s.  6d. 

Per  Capita  of  the  Total  Population         9d.  9d.  lid. 

(2)  Departmental  Receipts. 

These  receipts  accrue  to  the  various  government  departments 
either  in  the  form  of  payments  for  services  rendered,  such  as  poHce 
services,  prison  labour  services,  or  printing  services  to  the  Railway 
and  Harbour  Administration  and  the  general  public,  or  in  the  form 
of  income  from  public  estate,  such  as  the  receipts  from  the  agricul- 
tural experimental  farms,  or  in  the  form  of  receipts  from  the  sale  of 
government  stores  and  equipment. 

The  revenue  from  this  source  varies  considerably  from  year  to 
j'^ear,  as  shown  in  the  following  table. 

Heading  1911-12.       1913-14.       1915-16.       1917-18.       1919-20. 

£  f  £  £  £ 

Departmental  Receipts*  555,425        390,929        367,885        437,045        522,043 

Percentage  of  total  Ordin- 
ary Revenue  (Union 
and  Provincial)  ...  3.9  2.3  2.1  2  1.7 

Per   Capita   of   European 

Population       8s.     8d.        5s.    lOd.        5s.     3d.        6s.      Id.        7s.      Id. 

Per  Capita  of  Total  Popu- 
lation            Is.   lOd.        Is.     3d.        Is.      l^d.      Is.     3d.        Is.     6d. 

(3)  Fines  and  Forfeitures. 

The  revenue  from  fines  and  forfeitures  is  likewise  an  item  of 
revenue  that  is  subject  to  considerable  fluctuations. 

Heading  1911-12.       1913-14.       1916-17.       1919-20. 

£  £                   £  £ 

Fines  and  Forfeitures^          155,574  167,203  201,773  195.580 

Percentage       of       Total       Ordinary 

Revenue       .9  .97                    1  .64 

Per  Capita  of  European  Population        2s.     5d.  2s.     6d.  2s.    lOd.  2s.     9d. 

Per  Capita  of  Total  Population        ...             6d.  6.4d.             7d.  6.6d. 

t  O.Y.B.    1919,  p.   834,  and  Aviditor-  ment  Guano  Islands  which  are  treated 
General's    Report    for    1919-20,    p.    88.  under  commercial  revenues.) 
(The     departmental     receipts     do     not  5  O.Y.B.    1919,  p.   834,  and  Auditor- 
include  the  receipts   from   the  Govern-  General's  Report  for  1919-20,  p.  88. 
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(4)  Rents  of  Government  Houses  and  Buildings. 

This  revenue  is  included  under  the  general  head  "  Rents  of  Govern- 
ment Property  "  along  with  the  rentals  from  Crown  Lands  payable 
by  Em'opean  settlers  and  native  squatters.  The  average  annual 
revenue  from  the  rents  of  Government  houses  and  buildings  is 
about  £50,000,  the  amount  in  1916-17  being  £49,281.^ 

(5)  Miscellaneous   Revenue. 

Heading.                                         1911-12.  1913-14.  1916-17.  1919-20. 

£                   £  £  £    ^ 

MisceUaneous  Revenue         187,739  175,207  65,202  84,877 

Percentage       of      Total       Ordinary 

Revenue       1.09              1  .33  .28 


6  Report  of  Commissioner  for  Inland  Revenue,   1916-17,  p.   26. 


C.     REVENUE    FROM    TAXATION. 

CHAPTER  7. 
Customs  Duties. 

Introductory. — In  1903  the  South  African  Customs  Union  was 
formed,  comprising  the  following  territories  :  Cape  Colony,  Natal, 
Transvaal,  Orange  River  Colony,  Rhodesia,  Bechuanaland  Protec- 
torate, Basutoland,  and  Swaziland.  The  establishment  of  this 
customs  union  was  the  result  of  a  Convention  concluded  between 
the  territories  named. 

Since  the  establishment  of  the  legislative  Union  of  the  four 
self-governing  British  Colonies  in  South  Africa  in  1910,  the  statisti- 
cal bureau  created  by  the  parties  to  the  Customs  Union  has  been 
merged  into  the  Union  Department  of  Customs  and  Excise. 

Upon  the  constitution  of  the  first  Ministry  of  the  Union,  a  port- 
folio of  Commerce  and  Industries  was  instituted  which  provided 
for  the  control  of  customs  and  excise,  and  also  of  industrial  and 
commercial  matters.  On  a  rearrangement  of  portfolios,  the  Depart- 
ment of  Commerce  and  Industries  was  abolished,  ministerial  con- 
trol of  customs  and  excise  being  vested  in  the  Department 
of  Finance  ;  so  that  the  Customs  Department  is  now  a  sub -department 
of  the  Department  of  Finance. 

The  Customs  Union  Convention  terminated  on  June  30,  1910,  and 
customs  agreements  were  concluded  between  the  Union  of  South 
Africa  and  the  neighbouring  territorities  included  in  the  former 
Customs  Union,  whereby  a  free  interchange  of  South  African  pro- 
ducts and  manufactures  was  secured  and  an  equitable  share  of  the 
duties  collected  on  goods  passing  through  the  Union  of  South  Africa 
to  those  territories  was  to  be  paid  over  to  them,  and  vice  versa. ^ 

Customs  Administration  in  the  Union  of  South  Africa. — The 
administration  of  the  Customs  of  the  Union  of  South  Africa  is  pro- 
vided for  by  the  Customs  Management  Act  which  became  operative 
in  August,  1913,  in  substitution  for  numerous  laws  previously  in 
force  in  the  various  provinces.  The  control  and  management  of  the 
collection  of  duties,  and  of  the  officers  and  persons  employed  in  the 
Customs  Department,  is  vested  in  a  Commissioner  of  Customs.-' 


iS.A.  Year  Book,  1914,  pp.  276-280.  2  Act  9  of  1913,  sec.   1. 
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Definition  of  Value. — The  Customs  Tariff  Act  of  1914  specific? 
the  procedure  to  be  adopted  in  respect  of  valuation.  For  the  purpose 
of  estimating  the  amount  of  customs  duty  whenever  levied  on  goods 
cul  valorem  and  for  the  purpose  of  declarations  and  oaths  which  may 
at  any  time  be  required  by  law  or  regulation  in  relation  to  such 
duty,  the  value  of  those  goods  shall  be  taken  to  be  the  true  current 
value  for  home  consumption  in  the  principal  markets  of  the  country 
from  which  the  goods  were  imported  at  the  time  of  importation, 
including  the  cost  of  transportation  to  the  port  of  shipment  and  the 
cost  of  packing,  but  not  including  agents'  commission  when  such 
commission  does  not  exceed  5  per  cent.  ;  provided  that  in  no  case 
shall  the  value  for  purposes  of  duty  be  less  than  the  cost  of  the  goods 
to  the  importer  at  the  port  of  shipment.  Whenever  goods  are 
imported  into  the  Union  under  such  circumstances  or  conditions  as 
render  it  difficult  to  determine  the  value  thereof  for  purposes  of 
duty,  the  Commissioner  of  Customs  is  to  estimate  the  value  of 
such  goods. ^ 

Tariff  System  of  the  Union. — The  tariff  system  of  the  Union  is 
formulated  in  the  Customs  Tariff  Act  of  1914,  in  accordance  with 
which  the  customs  duties  are  divided  into  specific  and  "  ad  valorem  " 
duties,  the  latter  being  again  subdivided  into  three  groups,  namely, 
the  25  per  cent,  ad  valoreni  rate,  the  3  per  cent,  ad  valorem  rate, 
and  the  general  ad  valorem  rate  of  15  per  cent.,  which,  however, 
was  increased  to  20  per  cent,  by  the  Customs  Amendment  Act  of 
1915  in  view  of  the  shrinkage  in  revenue  occasioned  by  the 
outbreak  of  the  European  War  and  the  South  African  Rebellion. 
The  general  ad  valorem  rate  applies  to  all  goods,  wares,  and 
merchandise  not  specified  under  other  headings  or  enumerated  in  the 
free  list. 

As  articles  of  merchandise  subject  to  the  25  per  cent,  ad  valorem 
rate  may  be  mentioned  the  following  :  leather  manufactures » 
blankets,  sheets,  rugs,  jewellery,  harness  and  saddlery,  light  bever- 
ages, gold  and  silver  plate,  tobacconists'  wares,  perfumery,  phono- 
graphs, gramophones  and  records.  With  regard  to  the  3  per  cent,  ad 
valorem  rate  the  following  items  may  be  enumerated  :  machinery, 
apparatus,  appliances,  and  implements  for  agricultural,  manufactur- 
ing, mining,  bookbinding,  printing,  and  other  industrial  purposes  ; 
bookbinders'  requisites  ;  railway,  telegraph,  and  telephone  requi- 
sites, bolts,  rivets,  screws,  and  nails,  ambulance  materials,  unmanu- 
factured wood  ;  wire  ;  disinfectants  ;  leather ;  bottles  and  jars  of 
common  glass   and  earthenware.^ 

3  Act  26  of  1914,  sees.  7-9.  4  Schedule  to  Act  26  of  1914. 
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In  respect  of  the  specific  duties,  the  great  bulk  of  articles  relate  to 
the  varieties  of  food,  drinks,  and  tobacco.  As  foodstuffs  of  animal 
origin  may  be  mentioned  :  butter,  2|d.  per  lb.  ;  eggs,  Id.  per  lb.  ; 
fish,  l|d.  per  lb.  ;  meat  products,  l|d.  per  lb.  ;  cream,  5s.  2d.  per 
100  lb.  ;  and  as  foodstuffs  of  vegetable  origin  :  wheat,  Is.  2d.  per 
100  lb.  ;  flour,  2s.  6d.  per  100  lb.  ;  rice,  Is.  Od.  per  100  lb.  ;  con- 
fectionery, 2^d.  per  lb.  ;  butter  and  margarine,  3Jd.  per  lb.  ;  pota- 
toes, 2s.  Od.  per  100  lb.  ;  fruit  canned  or  dried,  2^d.  per  lb.  ;  onions, 
|d.  per  lb. 

With  regard  to  spirits  and  alcoholic  liquors  the  rates  in  1919  were 
as  follows  :  ale,  beer  and  cider,  2s.  9d.  per  imperial  gallon  ;  per- 
fumed spirits,  £1  lis.  6d.  per  gallon  (and  in  addition  10  per  cent,  ad 
valorem)  ;  liqueurs,  £1  lis.  6d.  per  gallon  ;  other  kinds,  £1  10s.  Od. 
per  gallon. 

On  tobacco  and  tobacco  products  the  duties  were  as  follows  : 
prepared  tobacco,  4s.  per  lb.  ;  unprepared  tobacco,  3s.  6d.  per  lb.  ; 
cigars,  6s.  per  lb.  ;  and  cigarettes,  5s.  per  lb.,  In  the  case  of  cigars 
and  cigarettes  there  is  an  additional  duty  of  15  per  cent,  ad  valorem.® 

.In  normal  times  the  revenue  derived  from  the  specific  duties 
was  of  about  the  same  amount  as  that  from  the  "  ad  valorem  " 
duties.  For  example,  in  1913  the  specific  duties  yielded  £2,329,660 
and  the  "  ad  valorem  "  duties  £2,598,804  ;  and  in  1914  the  amounts 
were  £2,016,599  and  £2,064,545  respectively.  By  1918,  however, 
the  situation  was  entirely  changed,  the  revenue  from  specific  duties 
in  that  year  being  £1,249,138  and  that  from  "  ad  valorem  "  duties 
£3,626,745.*'  This  change  is  to  be  attributed  to  the  fact  that,  as  a 
result  of  war  conditions,  the  importation  of  those  articles  of  merchan- 
dise which  are  subject  to  specific  duties,  such  as  foodstuffs,  di'inks, 
and  tobacco,  was  restricted  to  a  considerable  extent  ;  and  the  in- 
crease in  the  yield  of  "ad  valorem  "  duties  is  due  to  the  enhanced 
value  of  goods. 

Of  the  articles  enumerated  in  the  free  list  the  following  are  the 
most  important  :  uniforms  for  military,  naval,  or  other  forces  of  His 
Majesty  whether  Imperial,  Union  or  Colonial  ;  bags  ;  atlases,  charts, 
globes  and  maps  ;  books  and  music  ;  dyes  for  manufacturing  purposes 
and  tanning  substances  for  leather ;  surgical  instruments  and 
appliances  ;  church  decorations  ;  bullion,  coin,  and  specie  ;  nitrates 
and  guano.' 

Preferential  Rates. — In  1903  under  the  Customs  Union  Convention 
concluded  between  the   British  Colonies  and  territories  in  South 

5  0.Y.B.  1919,  pp.  702-710.  7  Schedule  to  Act  26  of  1914. 

6  0.Y.B.  1919,  pp.  736  and  737. 
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Africa,  it  was  agreed  to  grant  a  rebate  of  certain  percentages 
of  customs  duties  on  any  goods  and  articles  produced  or  manufac- 
tured in  the  United  Kingdom  and  imported  into  those  colonies  and 
territories,  and  also  on  goods  and  articles  produced  and  manufac- 
tured in  those  British  colonies,  protectorates,  and  possessions  which 
granted  equivalent  reciprocal  privileges.  Rebates  of  duty  were 
continued  in  subsequent  Conventions  and  have  been  continued 
since  the  constitution  of  the  Union  in  favour  of  the  United  Kingdom 
and  those  British  dominions  which  have  afforded  reciprocal  treat- 
ment. 

Under  the  Customs  Tariff  Act  of  1914,  a  rebate  of  3  per  cent,  was 
allowed  in  favour  of  the  United  Kingdom  and  reciprocating  British 
dominions  in  the  case  of  "ad  valorem  "  duties  f  so  that  in  the  case 
of  the  goods  subject  to  the  3  per  cent,  ad  valorem  rate  a  rebate  of 
the  whole  of  the  duty  is  granted  on  British  merchandise.  In  respect 
of  the  specific  duties  the  rebate  varies  considerably,  ranging  from 
10  per  cent,  of  the  duty  as  in  the  case  of  flour,  where  the  duty  is 
2s.  6d.  per  100  lb.  and  the  rebate  3d.,  to  20  per  cent,  of  the  duty  in  the 
case  of  fish  and  meat  products,  where  the  duty  is  l|d.  per  lb.  and  the 
rebate  ^d.^ 

On  an  average,  the  rebates  amount  to  about  2.8  per  cent,  of  the 
value  of  the  imports  from  Great  Britain  and  the  reciprocating 
British  dominions,  namely,  Canada,  Australia,  and  New  Zealand. 
In  1913  the  value  of  British  goods  imported  into  the  Union  and 
subject  to  rebate  was  £22,494,415,  and  the  amount  of  the  rebate 
£628,935  ;  and  in  1918  the  corresponding  figures  were  £25,158,773 
and  £698,231.^^'  The  relation  of  the  rebate  to  the  total  customs 
revenue  varies  from  year  to  year  in  accordance  with  changes  in 
the  relation  of  the  value  of  quantity  of  imports  from  Great  Britain 
and  the  reciprocating  dominions  to  the  value  or  quantity  of  the 
total  imports  into  the  Union.  The  average  ratio  of  rebates  to  the 
total  customs  receipts  (including  the  amount  rebated)  is  about  12 
per  cent.  In  1913  it  was  11.3  per  cent.,  and  in  1918  12.5  per 
cent.  Thus,  the  policy  of  Imperial  preference  involves  a  remission 
of  customs  revenue  to  the  extent  of  about  12  per  cent,  or  to  an 
amount  of  about  £650,000  per  year. 

Customs  Revenue. — As  a  result  of  abnormal  conditions  during  the 
greater  part  of  the  decade  from  1910  to  1920,  the  customs  revenue 
of  the  Union  was  subject  to  considerable  fluctuations.    The  fluctua- 

8  Act  26  of   1914,  sees.   3  and  4.  lo  O.Y.B.    1919,  p.   734. 

9  Schedule  to  Act  24  of  1916. 
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1913. 

1918. 

£ 

£ 

258,874 

22,900 

1,003,544 

456,833 

745,345 

469,962 

342,624 

459,802 

213,874 

97,500 

425,971 

1,600,170 

138,807 

151,017 

110,058 

119,731 

tions  were  not  so  marked  in  respect  of  the  total  customs  receipts  as 
in  respect  of  the  constituent  items. 

The  following  table^^  serves  to  illustrate  the  changes  brought 
about  in  the  yield  of  the  various  items  by  the  war  disturbances  : 

Article  of  Import. 

Foodstuffs  of  animal  origin 
Foodstuffs  of  vegetable  origin 
Spirits  and  Alcoholic  Liquors 
Ready-made  Clothes 
Tobacco 
Cotton  Fabrics 
Woollen  Fabrics  ... 
Oils,  Fat  and  Wax 

The  great  decrease  in  the  customs  receipts  in  respect  of  food- 
stuffs, spirits  and  alcoholic  liquors,  and  tobacco,  is  to  be  attributed 
to  the  restriction  of  the  importation  of  those  articles  into  the  Union. 
The  decrease  is  most  marked  in  the  case  of  foodstuffs,  mainly  as  a 
result  of  the  increased  demand  for  such  articles  in  the  belligerent 
countries,  but  to  a  lesser  extent  also  in  consequence  of  the  limited 
shipping   accommodation   available. 

On  the  other  hand,  the  increase  in  the  customs  revenue  from 
clothing  and  fabrics  is  to  be  attributed  to  the  greatly  enhanced 
value  of  such  articles,  and  to  the  continued  importation  thereof  in 
about  the  same  quantity  as  before  the  War  in  view  of  the  lack  of 
facilities  for  the  extensive  manufacture  of  textiles  in  the  Union, 
whereas  in  the  case  of  foodstuffs,  drinks  and  tobacco  the  domestic 
production  was  capable  of  extension  in  accordance  with  the  demand 
for  domestic  products,  the  higher  cost  of  ocean  transportation  and 
of  insurance  serving  as  means  of  protection  to  domestic  industries. 

The  fluctuations  in  the  total  customs  receipts,  as  indicated  in  the 
following  statement,^"  were  due  to  the  operation  of  several  factors. 


Fiscal 

Year. 

Net  Customs  Receipts. 
£ 
4,634,929 

1912-13  ... 

1914-15  ... 

3,690,531 

1916-17  ... 

5,237,530 

1918-19  ... 

5,991,733 

1919-20  ... 

6,288,524 

In  the  first  place,  the  decline  in  the  year    1914-15  is   due  to  the 
violent  disturbance  in  trade  occasioned  by  the  outbreak  of  the 


ii/6id,  pp.  834  and  737. 
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European  War  and  of  the  South  African  RebelKon  during  the  last 
quarter  of  1914.  In  1913-14  the  customs  revenue  amounted  to 
£4,733,171,  so  that  the  customs  receipts  for  1914-15  showed  a 
decline  of  about  22  per  cent  as  compared  with  the  preceding  year. 

As  a  result  of  the  decline  in  customs  receipts  during  the  first  year 
of  the  War,  legislation  was  introduced  in  1915  with  a  view  to  increas- 
ing the  customs  duties  on  certain  articles  of  general  consumption, 
such  as  ale,  beer,  cider,  coffee,  tea,  sugar,  boots  and  shoes,  the 
increase  on  an  average  being  about  30  per  cent. 

In  addition,  the  general  ad  valorem  rate  was  increased  from  15 
to  20  per  cent. 

In  1915-16  the  customs  revenue  amounted  to  £4,744,691,  which 
represents  the  normal  revenue  from  that  source.  The  increase  of 
about  28  per  cent,  over  the  preceding  year  is  to  be  ascribed  mainly  to 
the  increases  in  duties,  and  to  a  lesser  extent  to  the  increase  in  the 
value  of  the  goods  subject  to  "ad  valorem  "  duties  and  to  the 
revival  of  trade.  In  view,  however,  of  the  fact  that  additional 
revenue  was  needed,  further  increases  were  made  in  1916,  namely,  in 
respect  of  mineral  oils  and  spirits,  to  the  extent  of  about  10  per  cent. 

In  1916-17  the  customs  receipts  amounted  to  £5,237,530 — an 
increase  of  about  10  per  cent,  over  the  preceding  year.  This  increase 
is  due  mainly  to  the  enhanced  value  of  imported  goods.  The  in- 
creases in  specific  duties  did  not  yield  much  additional  revenue, 
since  the  importation  of  those  articles  which  were  subject  to  specific 
duties  had  been  checked  somewhat  by  war  conditions. 

In  1917  the  increases  in  the  duties  on  mineral  oils,  coffee,  and  on 
tea  in  large  tins  or  containers  were  removed,  and  the  increase  in 
the  duty  on  tea  in  small  tins  was  partially  reduced,  namely,  from 
7d.  to  6d.  per  lb.,  the  normal  duty  being  5d.  per  Ib.^^ 

The  customs  receipts  showed  a  decline  of  about  12  per  cent,  in 
1917-18  as  compared  with  the  preceding  year.  This  decline  is  due 
mainly  to  the  diminution  of  the  import  trade  during  that  year,  but 
partly  also  to  the  reduction  made  in  1917.  By  1918  the  importation 
of  foodstuffs  and  drinks  had  fallen  off  to  a  considerable  extent. 
In  that  year  the  value  of  foodstuffs  and  drinks  imported  into  the 
Union  amounted  to  £4,722,118,  in  contrast  with  £7,584,290  in  1913.^' 
This  contrast  is  more  striking  when  one  takes  into  consideration  the 
great  difference  in  prices  in  the  two  years. 

After  the  middle  of  1918,  however,  there  was  a  revival  of  trade,  and 
this  factor  coupled  with  the  further  increase  in  the  value  of  goods  in 
general  greatly  enhanced  the  yield  of  the  "  ad  valorem  "  duties. 

15  Act  36  of  1917,  Schedule.  i4  O.Y.B.   1919,  p.  723. 
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In  that  year  the  "  ad  valorem  "  duties  yielded  £3,626,745,  as 
compared'^with  £2,389,666  in  1917.^'' 

On  the  other  hand,  the  yield  of  the  specific  duties  decreased  con- 
siderably on  account  of  the  great  decline  in  the  importation  of 
articles  subject  thereto,  such  as  foodstuffs  and  drinks.  In  1918  the 
specific  duties  yielded  £1,249,188  as  compared  with  £2,412,002  in 
1917.^"^ 

The  enhanced  value  of  imported  goods,  and  in  particular  of  those 
goods  which  are  subject  to  "  ad  valorem  "  duties,  was  mainly 
responsible  for  the  large  customs  revenue  for  the  years  1918-19  and 
1919-20,  namely,  £5,991,733  and  £6,288,524  respectively.  Prices 
continued  to  advance,  and  in  addition  the  improvement  in  respect  of 
shipping  accommodation  led  to  increased  importation.  Also,  the 
duties  on  drinks  were  further  increased  in  1919  and  again  in  1921. 
In  the  latter  year  the  duties  on  bioscope  films  and  tobacco  were 
also  increased. 

The  following  table  serves  to  indicate  the  significance  of  the 
customs  revenue  in  the  fiscal  system  of  the  Union  and  the  compara- 
tively large  yield  per  capita. 

Heading.  1913-14.  1916-17.  1919-20. 

£  £  £ 

Customs  Revenue 4,733,171  5,237,530             6,288,524 

Percentage     of     Gross     Ordinary 

Revenue  (Union  and  Provincial)  27.5  26.4  20.8 

Percentage  of  val  ue  of  total  imports  11.3  12.9  — 

Per  Capita  (European  Population)  £3   lis.  Od.  £3   14s.   Od.          £4     5s.  Od. 

Per  Capita  (Total  Population)      ...  15s.  Od.  15s.   8d.  17s.   7d. 

The  fiscal  significance  of  the  revenue  from  customs  duties,  in 
spite  of  the  comparatively  low  rates  (average  of  11.3  per  cent,  in 
1913-14),  and  the  large  yield  per  capita  of  European  population 
are  to  be  attributed  to  the  fact  that  the  Union  of  South  Africa  is,  to 
a  great  extent,  dependent  upon  imported  goods. 


i5/6id.  p.  737.  16  0.Y.B.   1919,  p.  736. 
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Excise  Duties. 
Introductory. 

The  management  and  control  of  the  collection  of  excise  duties 
within  the  Union  is  vested  in  the  Commissioner  of  Excise,  who  is  also 
the  Commissioner  of  Customs.  The  Excise  Department  is  associated 
with  the  Customs  Department  for  purposes  of  administration,  the 
joint  Department  of  Customs  and  Excise  constituting  a  sub-depart- 
ment of  the  Department  of  Finance. 

Prior  to  the  establishment  of  the  Union,  each  of  the  four  colonies 
had  its  own  system  of  administration  and  collection  in  respect 
of  excise  duties,  which  were  confined  to  spirits  and  beer.  Sub- 
sequent to  the  formation  of  the  Union  Department  of  Excise,  the 
laws  of  the  four  provinces  governing  the  collection  of  excise  duties 
remained  in  force  until  consolidating  legislation  was  introduced  in 
1913. 

Under  the  Union  regime  excise  duties  have  been  levied  in  respect  of 
spirits,  beer,  cigarettes,  tobacco,  sugar,  matches,  and  playing 
cards. 

[a)  Spirits. — In  1913  new  duties  were  imposed  on  spirits  dis- 
tilled in  the  Union  in  lieu  of  those  in  force  in  the  several  provinces, 
as  follows  :^ 

s.  d. 

Wine  brandy  (cognac  type),  per  imperial  gallon  ...  ...  ...  ...       5     0 

Spirits  distilled  from  the  produce  of  the  vine  other  than  wine  brandy  and 

other  than  dop  brandy,  per  gallon  ...  ...  ...  ...  ...  ...      10     0 

Dop  brandy  and  spirits  distilled  from  materials  other  than  the  produce  of  the 

vine,  per  gallon  ...  ...  ...  ...  ...  ...  ...  ...      15     0 

It  was  provided  that  in  respect  of  spirits  exported  for  consump- 
tion outside  the  limits  of  the  Union,  or  used  in  the  fortification  or 
preservation  of  pure  wine,  or  lost  through  evaporation  or  leakage,  the 
whole  excise  duty  was  to  be  rebated.  It  was  also  provided  that 
spirits  distilled  in  Natal  from  the  products  or  by-products  of  the 
sugar  cane  should  be  subject  to  a  rebate  of  5s.  per  proof  gallon  when 
duty  is  paid  for  consumption  in  Natal. 

In  1916,  in  view  of  the  need  for  additional  revenue,  the  excise 
duties  on  spirits  were  increased  by  two  shillings  and  sixpence  per 

1  Act    37    of    1913,    First    Schedule,  Part  I. 
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proof  gallon.^  At  the  same  time  a  corresponding  increase  was 
effected  in  the  customs  duties  on  imported  spirits  to  countervail  the 
increase  in  excise  duties. 

In  1919  the  duties  on  spirits  were  increased  by  an  additional  two 
shilhngs  and  sixpence  per  gallon  ;  so  that  in  the  period  from  1913  to 
1919  the  excise  duties  on  wine  brandy  were  doubled,  while  those  on 
grape  brandy  were  subject  to  a  50  per  cent,  increase,  and  those  on 
dop  brandy  to  an  advance  of  33 1  per  cent.  The  customs  duties 
on  spirits  were  likewise  increased,  although  on  this  occasion  by 
more  than  the  advance  in  excise  duties.  And  in  1921  the  duties  were 
once  more  increased  by  2s.  6d.  per  gallon,  thus  making  the  duty 
on  wine  brandy  12s.  6d.  per  gallon,  on  grape  brandy  17s.  6d.  and  on 
dop  brandy  £1  2s.  6d. 

(6)  Beer. — In  1913  the  duties  on  beer  were  rendered  uniform 
throughout  the  country,  in  the  following  manner  •} 

s.  d. 

Beer  brewed  from  worts  of  the  specific  gravity  of  less  than  1040  degrees,  per 

36  imperial  gallons    ...  ...  ...  ...  ...  ...  ...  ...       6     0 

Beer  brewed  from  worts  of  the  specific  gravity  of  1040  degrees  and  over,  per 

36  imperial  gallons    ...  ...  ...  ...        ....  ...  ...  ...      12     0 

In  1915  the  excise  duties  imposed  on  beer  brewed  in  the  Union 
were  increased  by  50  per  cent,^  and  in  1919  by  an  additional  50 
per  cent,,  making  the  duties  12s.  and  £1  4s.  respectively^  ;  so  that 
during  the  period  from  1913  to  1919  such  duties  were  doubled. 
In  1921  these  duties  were  further  increased  to  15s.  and  £1  10s. 
respectively. 

With  regard  to  spirits  and  beer  manufactured  in  the  Union,  it 
is  provided  by  law  that  the  manufacturer  or  dealer  is  to  keep  such 
books  and  documents  as  will  show  clearly  the  stocks  in  hand  at  the 
time  when  increased  excise  duties  are  proposed,  and  is  to  permit 
all  such  books  and  documents  and  all  such  stocks  to  be  open  to 
inspection  by  the  proper  officer  of  excise.^ 

(c)  Cigarettes  and  Tobacco. — In  1909  the  Parliament  of  the  Cape 
of  Good  Hope  imposed  a  tax  on  cigarettes  retailed.  This  tax  was 
repealed  in  1911  by  the  Union  Cigarette  Excise  and  Surtax  Act, 
which  imposed  an  excise  duty  on  cigarettes  imported  into  the  Union, 
in  the  following  manner  -J 


2  Act  37  of   1916,  Schedule,  Part  2.  5  Act  32  of   1919,  Schedule,  Part  2. 

3  Act  37    of    1913,    First    Schedule,  6  Act  7  of   1913,  sec.   6. 
Part  1.  7  Act   16  of   1911,  Schedule  1. 

"Act  22  of   1915,   Second  Schedule. 


134  REVENUES. 

On  all  cigarettes  manufactured  in  the  Union,  an  excise  duty  for  every  one- 
half  ounce  net  weight  or  fraction  thereof  ...  ...  ...  ...  ^d. 

On  all  cigarettes  imported  into  the  Union  and  delivered  for  consumption 
therein,  a  surtax  (in  addition  to  the  duty  payable  under  the  Customs 
laws)    for  every  one-half  ounce  net  weight  or  fraction  thereof  ...  ...        ^d. 

In  1922  this  duty  and  surtax  on  cigarettes  was  increased  to  fd.  per  one-half  oz. 

Under  the  Cape  law  the  excise  duty  on  cigarettes  was  collected  by 
means  of  stamps  affixed  to  the  tin,  box,  package,  or  other  container 
at  the  time  of  their  retail  sale,  whereas  under  the  Union  law  the 
duty  is  collected  from  the  manufacturer  by  means  of  stamps  affixed 
to  the  container  before  shipment  from  the  factory,  or  from  an 
importer  at  the  time  of  their  first  importation  or  delivery  from  a 
bonded  warehouse.  Manufacturers  overseas  are  allowed  to  pur- 
chase the  necessary  stamps  and  to  affix  them  to  the  containers  of 
cigarettes  at  the  time  of  manufacture.^ 

Tobacco. — In  1921,  excise  duties  were  imposed  on  tobacco  manu- 
factured in  the  Union  for  sale,  and  the  customs  duties  were  corres- 
pondingly increased.  The  following  were  the  rates  of  these  excise 
duties  on  tobacco  manufactured  in  the  Union  : 

(a)  ready  for  smoking  in  a  tobacco  pipe,  including  cake,  plug  and 

stick  tobacco  .  .  . .  . .  . .  . .  . .  . .  Is.  Od.  per  lb. 

(6)  ready  for  use  in  the  making  of  cigarettes  . .  . .  . .  Is.  Od.  per  lb' 

(c)  in  the  form  of  cigarettes,       .  .  .  .  .  .  .  .  . .  .  .  Is.  Cd.  per  lb 

(d)  ,,  „     „  cigars  . .  . .  . .  . .  . .  .  .      2s.  6d.  per  lb. 

(e)  ,,  ,,     ,,  roll  tobacco    .  .  .  .  .  .  .  .  .  .  .  .  6d.  per  lb. 

In  1922  these  rates  were  reduced  to  4d.,  6d.,  6d.,  Is.  and  3|d.  per 
lb.  respectively.  They  are  in  addition  to  the  abovementioned 
excise  duty  on  cigarettes  of  fd.  per  half -ounce. 

id)  Sugar. — In  1915  an  excise  duty  was  imposed  on  sugar  manu- 
factured or  refined  in  the  Union,  to  the  extent  of  Is.  per  100  lb.''  The 
duty  was  also  payable  in  respect  of  sugar  held  in  stock  or  at  the 
order  or  otherwise  in  the  possession  or  control  of  a  sugar  refiner. 

A  licence  is  required  for  premises  on  which  sugar  is  manufactured, 
no  fee  or  other  charge  being  payable  on  such  licence  or  renewal 
thereof.  The  duty  is  payable  quarterly,  and  the  sugar  refiner  is  to 
furnish  a  bond  to  secure  the  due  payment  of  duty.  Sugar 
refiners  are  to  keep  reasonable  or  proper  books  or  accounts  of  the 
transactions  relating  to  their  business  in  such  form  as  will  enable  a 
true  extract  to  be  made  therefrom  of  the  particulars  prescribed 
by   regulation.^*' 

sibid,  sec.  7.  lo  Act  22  of   1915,  Sees.   7-18. 

9  Act  22  of   1915,  Third  Schedule. 
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(e)  Matches. — In  1914  an  excise  duty  was  imposed  on  matches 
manufactured  in  the  Union,  as  follows  •}^ 

(1)  In  boxes  or  packages  of  not  more  than  100  matches,  per  gross  of  boxes  or 

packages  ...  ...  ...  ...  ...  ...  ...  ...  ...       6d. 

(2)  In  boxes  or  packages  containing  more  than  100  matches,  but  not  more 

than  200  matches,  per  gross  of  boxes  or  packages       ...  ...  ...        Is. 

And  for  every  additional  100  matclies,  in  boxes  or  packages,  per  gross  of 

100  matches  ...  ...  ...  ...  ...  ...  ...  ...       6d. 

(/)  Playing  Cards. — The  Excise  Duties  Extension  Act  of  1915 
imposed  a  duty  on  playing  cards  manufactured  in  the  Union,  at  the 
rate  of  3d.  per  pack  (not  exceeding  fifty-three  cards). ^^ 

In  the  case  of  sugar,  matches,  and  playing  cards,  as  in  the  case  of 
spirits,  beer,  and  cigarettes,  the  customs  duties  were  increased  to 
countervail  the  excise  duties. 

(gf)  Acetic  aiid  PyroUgneous  Acids,  etc. — In  1913  the  following 
excise  duties  were  provided  for  in  respect  of  acetic  and  pyroligneous 
acids,  extracts  and  essences  of  vinegar  produced  in  the  Union. ^^ 

If  of  a  strength  not  exceeding  the  strength  of  proof,  per  gallon  or  fraction  of 

a  gallon  ...  ...  ...  ...  ...  ...  ...  ...  ...        Is. 

And  in  addition  for  each  degree  of  strength  in  excess  of  the  strength  of  proof, 

per  degree.     (Proof  held  to  be  equal  to  6  per  cent,  of  absolute  acid).     ...        4d. 

Provision  is  made  for  the  rebate  of  the  whole  duty  if  such  acids  or 
extracts  are  exported  from  the  Union  for  consumption  elsewhere. 

Excise  Revenue. 

As  a  result  of  the  imposition  of  new  excise  duties  since  the  estab- 
lishment of  the  Union  and  the  increases  in  the  existing  duties,  the 
revenue  from  excise  has  undergone  a  considerable  increase,  as  indi- 
cated in  the  following  table  :^^ 

Heading.  1912-13.       1914-15.       1916-17.       1918-19.       1919-20. 

Spirits 

Beer 

Cigarettes 

Sugar 

Matches    . . . 

Playing  Cards 

Miscellaneous 

Total     £495,038      £630,763      £955,280  £1,241,897  £1,648,159 

11  Act  13  of  1914,  Schedule.  n  O.Y.B.    1919,  p.   835  and  Auditor" 

12  Act  22  of  1915,  Fourth  Schedule.  General's  Report  for  1919-20,  p.  85. 
IS  Act    37    of    1913,    First    Schedule, 

Part    1. 


£ 

£ 

£ 

£ 

£ 

239,954 

343,319 

475,095 

675,291 

880,296 

91,455 

94,751 

131,583 

158,705 

249,247 

163,323 

175,450 

198,640 

256,505 

323,384 

— 

— 

122,029 

123,355 

162,923 

— 

16,647 

26,122 

26,041 

31,137 

— 

— 

1,490 

1,676 

858 

306 

596 

321 

324 

314 
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The  large  increase  in  the  yield  of  the  excise  duties  on  spirits  and 
beer  during  the  period  under  consideration  is  to  be  attributed 
partly  to  the  increases  in  the  duties  and  partly  to  the  increased 
consumption  of  Union  spirits  and  beer  as  a  result  of  the  decreased 
importation  of  those  commodities.  The  revenue  from  the  cigarette 
excise  was  doubled  during  the  period  in  spite  of  the  fact  that  the 
duty  remained  stationary,  the  increase  in  revenue  being  due  to 
increased  consumption,  partly  on  account  of  the  large  number  of 
troops  which  passed  through  the  Union. 

With  regard  to  sugar,  the  increase  in  the  excise  revenue  derived 
from  this  source  has  been  due  to  greater  production  and  the  more 
extended  use  thereof  in  the  local  manufacture  of  jams  and  con- 
fectionery. The  revenue  from  the  duty  on  matches  was  also 
subject  to  increase,  which  was  likewise  due  to  greater  production. 

Taken  as  a  whole,  the  excise  revenue  of  the  Union  was  more 
than  trebled  during  the  period  from  1912-13  to  1919-20.  Whereas  in 
the  beginning  of  the  decade  it  was  an  item  of  comparatively  small 
significance,  the  end  of  the  decade  found  it  a  factor  of  importance. 
This  exceptional  increase  in  the  excise  revenue  is,  as  has  been 
pointed  out,  the  result  of  three  factors,  namely,  (a)  increases  in  the 
duties  on  spirits  and  beer,  (6)  the  imposition  of  new  duties,  and 
(c)  the  increased  consumption  of  the  local  article  in  view  of  the 
difficulties  experienced  in  the  importation  thereof  from  abroad  in 
some  cases  and  the  prohibitive  prices  of  the  imported  articles  in 
other  cases. 

The  excise  revenue  does  not  by  any  means  play  an  insignificant 
role  in  the  fiscal  system  of  the  Union.  During  the  last  four  years  of 
the  decade  the  excise  receipts  represented  on  an  average  about 
5  per  cent,  of  the  gross  ordinary  revenue  of  the  Union.  The  yield 
per  capita  of  European  population  is  comparatively  large,  but  in 
terms  of  total  population  it  appears  to  be  small. 

Heading.  1912-13.       1914-15.       1916-17.       1918-19.       1919-20. 

£  £  £  £  £ 

Excise  Revenue  ...  ...  495,038        630,763        955,280     1,241,897     1,648,159 

Percentage  of  Gross 
Ordinary  Revenue 
(Union  and  Provincial)  2.8  4  4.8  5.1  5.4 

Per  Capita  of   European 

Population       7s.     7d.        9s.     4d.      13s.     5d.      17s.     Od.  £1   2s.   Od. 

Per  Capita  of  Total  Popu- 
lation      Is.      7d.        Is.    lid.        2s.   lOd.        3s.     6d.        4s.     7d. 
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Income  and  Excess  Profits  Taxes. 


Prior  to  the  Union  the  taxation  of  income  was  in  vogue  only  in 
the  Cape  of  Good  Hope,  where  it  was  instituted  in  1904.  Upon 
the  establishment  of  the  Union,  however,  the  Cape  income  tax  was 
abolished ;  but  by  1914  the  need  for  additional  revenue  had 
rendered  it  necessary  for  the  Union  Government  to  introduce  an 
income  tax  into  its  fiscal  system.  The  initial  Union  income  tax  was  of 
very  limited  application,  but  as  the  result  of  fiscal  necessity  created 
by  the  abnormal  war  conditions  its  scope  was  annually  extended 
until  in  1917  an  elaborate  consolidating  income  tax  was  brought  into 
being. 

The  Income  Tax  Act  of  1914  provided  for  an  abatement  of  £1,000 
and  various  exemptions.  "  Taxable  income  "  was  interpreted  as 
income  in  excess  of  £1,000  which  was  received  by  any  person  where- 
soever residing  from  any  source  in  the  Union  during  the  twelve 
months  ended  June  30,  1914.^  The  rates  in  respect  of  the  taxable 
amount  of  any  taxable  income  were  as  follows  : 

(a)  Where  the  taxable  amount  was  £1,  the  rate  of  income  tax 
was  6d.  ; 

(6)  As  the  taxable  amount  increased,  the  rate  of  income  tax  per 
£1  of  the  taxable  amount  increased  uniformly  at  the  rate  of 
1/2000  th.  part  of  a  penny  for  each  £1  of  the  taxable 
amount  up  to  £24,000,  so  that  in  respect  of  a  taxable 
amount  of  £24,000  the  rate  was  Is.  6d.  for  every  £1  thereof  ; 
and  this  rate  applied  to  all  taxable  amounts  in  excess  of 
£24,000.2 

In  1915  three  important  amendments  were  introduced.  In  the 
first  place,  the  abatement  was  reduced  to  £300,  and  no  abatement 
was  allowed  in  the  case  of  taxable  incomes  in  excess  of  £24,300. 
Secondly,  secondary  abatements  were  provided  for  in  the  case  of 
taxpayers  whose  taxable  income  did  not  exceed  £500,  such  as  the 
sum  of  £20  for  each  child  under  the  age  of  16  years  on  the  first  day 
of  the  year  in  respect  of  which  a  return  was  made  of  the  taxable 
income,  and  any  sum  not  exceeding  £25  as  life  or  accident  or  sickness 


1  Act  28  of  1914,  sec.  4  (2  and  3). 


2  Ibid,  sec.   4  (4). 
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insurance  premium.^  Thirdly,  the  rates  were  increased  as  follows  : 
(a)  on  every  taxable  amount  not  exceeding  £24,000  the  rate  for 
every  £1  of  the  taxable  amount  was  Is.  and  as  many  two-thousandths 
of  a  penny  as  there  were  pounds  ;  and  (6)  on  every  taxable  amount 
exceeding  £24,000  the  rate  was  2s.  for  eve,vy  £1  of  that  amount.^ 

The  Income  Tax  Acts  of  1914  and  1915  were  re-enacted  by  the 
provisions  of  the  Income  Tax  Act  of  1916,  which  did  not  differ 
in  any  material  respects  from  the  previous  acts,  with  two  excep- 
tions :  (a)  the  extension  of  the  secondary  abatements  (children, 
insurance,  and  fees  to  friendly  or  benefit  societies)  to  taxpayers 
whose  taxable  income  exceeds  £500,  diminished  by  the  amount 
by  which  the  taxable  income  exceeds  £500  f  and  (6)  the  introduc- 
tion of  a  supertax  on  incomes  exceeding  £2,500,  applicable  to  indi- 
viduals only  and  being  in  addition  to  the  normal  income  tax. 
"  Supertaxable  income  "  was  construed  to  mean  an  income  in 
excess  of  £2,500  per  annum  averaged  over  the  period  of  two  years 
ended  June  30,  1916.^ 

In  1917,  the  Income  Tax  (Consolidation)  Act  was  passed  which 
repealed  the  previous  acts  pertaining  to  the  taxation  of  income  as 
well  as  the  mining  taxation  acts.  Henceforth,  the  mines  were  to  be 
liable  to  the  income  tax.  In  terms  of  this  legislation  four  taxes 
were  imposed  :  (1)  normal  tax,  (2)  super  tax,  (3)  dividend  tax,  and 
(4)  excess  profits  tax.  Subject  to  the  annual  authority  of  Parlia- 
ment for  the  levy  of  an  income  tax,  the  provisions  of  the  act  are  per- 
manent except  in  so  far  as  they  may  be  amended  from  time  to  time, 
and  the  rates  to  be  levied  are  to  be  fixed  annually  by  Parliament.' 
Important  amendments  were  introduced  in  1921.  Since  that  year 
the  income  tax  has  been  constituted  as  follows. 

A.  Nonnal  Tax. — '''  Gross  Income  "  is  interpreted  as  the  total 
amount  received  by  or  accrued  to  any  person  other  than  receipts 
or  accruals  of  a  capital  nature,  and  taxable  income  is  an  income  in 
excess  of  £300  after  deducting  losses  and  expenses  actually  incurred 
in  the  Union  by  the  taxpayer  in  the  production  of  his  taxable 
income,  provided  they  are  not  of  a  capital  nature,  sums  expended 
for  the  repairs  of  premises  occupied  for  the  purpose  of  trade,  or  of 
machinery,  implements  and  articles  employed  for  the  purpose  of 
trade,  and  sums  set  aside  for  depreciation  or  allowed  in  respect 
of  depreciation.^ 

3  Act  23  of  1915,  sec  1  (2  and  3).  6  ibid,  sec.  4  (2); 

'i  Ibid,  sec.  I  (4).  7  Act  41  of   1917,  sec.  5  (2). 

5  Act  35  of   1916,  sec.   1   (3).  8  Act  41  of  1917,  sec.   17. 
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Income  is  deemed  to  have  accrued  to  a  person  notwithstanding 
that  such  income  has  been  invested,  accumulated  or  otherwise 
capitalised  by  him,  or  that  such  income  has  not  been  actually 
paid  over  to  him,  but  has  been  credited  in  account  or  re-invested  or 
otherwise  dealt  with  in  his  name  or  on  his  behalf.^ 

Every  person  carrying  on  pastoral,  agricultural  or  other  farming 
operations  is  required  to  include  in  the  return  rendered  by  him  for 
income  tax  purposes  the  value  of  all  livestock  and  produce  held 
by  him  and  not  disposed  of,  provided  that  the  Commissioner  for 
Inland  Revenue  shall  allow  such  reduction  to  be  made  from  the 
value  of  livestock  held  by  any  taxpayer  at  the  end  of  any  year  of 
assessment  as  may  seem  to  him  to  be  fair  and  reasonable,  having 
regard  to  the  risks  of  mortality  attaching  to  such  livestock. 

The  value  to  be  placed  upon  such  livestock  (other  than  livestock 
acquired  by  purchase  for  stud  purposes)  is  to  be  : 

(a)  in  the  case  of  livestock  acquired  by  the  taxpayer  by  purchase, 

either  the  purchase  price  paid  or  such  standard  value  as  is 

applicable    to    such    livestock ; 
(6)  in  the  case  of  livestock  acquired  by  the  taxpayer  otherwise 

than  by  purchase,  the  standard  value  applicable  to  such 

livestock. 

The  standard  value  of  any  class  of  livestock  is  to  be  either 

{a)  such  standard  value  as  may  be  fixed  by  the  Governor-General 

by  regulation  ;  or 
(6)  such  standard  value  as  may  be  adopted  by  the  taxpayer  in 

the  first  return. 

The  exercise  of  the  option  is  binding  upon  the  taxpayer  in  respect 
of  all  subsequent  returns  for  income  tax  purposes.^" 

The  taxable  amount  of  any  income  is  the  amount  remaining  after 
deducting  the  abatements  that  may  be  applicable,  such  as  the 
following  : 

(1)  £300  ; 

(2)  £50  for  each  child  or  stepchild  under  the  age  of  1 8  years  ; 

(3)  £30  for  each  dependent  ; 

(4)  any  sum  not  exceeding  £50  as  life  or  accident  or  sickness 

insurance   premium  ; 

(5)  any  fees  or  subscriptions  not  exceeding  £10  to  any  friendly 

or  benefit  society. 

The  total  of  these  allowances  is  subject  to  reduction  as  follows  : 
9  Act  29  of  1921,  sec.  4.  lo  Act  29  of  1921,  sec.  4. 
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(a)  in  the  case  of  married  persons  the  reduction  is  to  be  £1  for 
every  £10  by  which  the  taxable  income  exceeds  £600  ; 

(6)  in  the  case  of  unmarried  persons  the  reduction  is  to  be  £1  for 
every  £  by  which  the  taxable  income  exceeds  £300.^^ 

The  following  diagram  will  serve  as  an  illustration  of  the  pro- 
cess to  be  adopted  in  calculating  the  taxable  amount  of  any  income  : 

Total  Receipts 


Capital  Receipts  Income 


Business  Expenses  Net  Income 


Abatements  Taxable  Amovmt 

The  rates  of  the  normal  tax  are  as  follows  : 

(1)  in  the  case  of  companies,  Is.  6d.  for  each  £1  of  the  taxable 
amount ;  provided  that  in  the  case  of  companies  wherein 

(a)  not  more  than  10  of  the  largest  shareholders  hold  90  per  cent 

of  the  shares  ; 
(6)  restrictions  are  imposed  upon  the  right  to  transfer  shares  ; 
(c)  no  invitation  has  been  issued  to  the  public  to  subscribe  for 

any  shares  or  debentures,  the  rate  chargeable  shall  be  that 

applicable  to  individuals. 

(2)  in  the  case  of  individuals — 

(a)  when  the  taxable  amount  does  not  exceed  £24,000,  for  each 
£1  of  the  taxable  amount  Is.  and  as  many  two-thousandths 
(     1     )  of  a  penny  as  there  are  pounds  in  that  amount  ;- 

(6)  when  the  taxable  amount  exceeds  £24,000,  2s.  for  each  £1  of 
that  taxable  amount.^" 

In  the  case  of  individuals  provision  has  been  made  for  the  exemp- 
tion of  dividends  received  from  any  company  in  respect  of  which 
the  dividend  tax  has  been  paid,  or  of  interest  on  debentures  or 
debenture  stock  received  from  any  company  in  respect  of  which 
normal  tax  has  been  paid  by  such  company. 

B.  Super  Tax. — The  super  tax  is  a  tax  on  individuals  as  distinct 
from  companies.  Supertaxable  income  is  taken  to  be  an  income 
exceeding  in  the  aggregate  £2,500  per  annum,  the  amount  being 
determined  in  the  following  manner.     The  aggregate  comprises  : 

(1)  the  taxable  income  of  the  individual  as  determined  for  nor- 
mal tax  purposes  ; 

nibid,  sec.  3.  i^Act  29  of  1921,  sec.   1  (1). 
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(2)  any  dividends  or  debenture  interest  which  although  derived 
from  sources  within  the  Union  were  excluded  in  the  computa- 
tion of  such  income. 

From  such  aggregate  are  to  be  deducted  any  losses  and  expenses, 
not  being  of  a  capital  nature,  incurred  by  such  individual  within 
the  Union  in  the  production  of  any  dividends  or  debenture  interest 
described    above, ^^ 

Thus,  the  basis  of  the  supertax  is  normal  taxable  income  plus 
income  from  debenture  interest  and  dividends,  the  incomes  from 
these  sources  being  exempt  from  normal  tax  in  the  assessment  of 
individuals  as  the  tax  has  been  levied  thereon  in  the  hands  of  the 
companies  from  which  they  accrued,  with  the  proviso  that,  where  the 
income  subject  to  super  tax  does  not  amount  to  £5,000,  there  shall  be 
deducted  an  abatement  of  £2,500  diminishing  by  £1  for  every  £1  by 
which  the  income  subject  to  super-tax  exceeds  £2,500.  When  such 
income  exceeds  £5,000,  no  abatement  is  allowed.'^ 

Whenever  the  dividends  distributed  by  any  company  wherein 
not  more  than  ten  of  the  largest  shareholders  hold  90  per  cent,  of  the 
shares,  are  not  in  the  opinion  of  the  Commissioner  a  fair  and  reason- 
able distribution  of  the  profits  available  for  that  purpose  at  the  time 
when  such  distribution  is  made,  or  whenever  in  such  a  case  no 
distribution  has  been  made  from  the  profits  so  available,  the  Com- 
missioner may,  for  the  purpose  of  determining  the  income  subject  to 
super  tax  of  any  shareholder  in  the  said  company,  add  to  the  divi- 
dend actually  located  or  distributed  to  such  shareholder,  or  where  no 
dividend  has  been  distributed  allocate  to  such  shareholder  such  sum, 
proportionate  to  the  amount  of  his  shareholding  in  the  com- 
pany, as  may  seem  to  the  Commissioner  to  be  fair  and  reasonable.' '' 

The  rates  of  the  super  tax  are  as  follows  : 

(1)  When  the  amount  subject  to  super  tax  does  not  exceed  £24,000, 

for  each  £1  of  such  amount  Is.  and  as  many  five -hundredths 
(j^j^-q)  of  a  penny  as  there  are  pounds  in  that  amount  ; 

(2)  When    the    amount    exceeds    £24,000,    5s.    for    each    £1    of 

such    amount.'*^ 

C.  Dividend  Tax. — All  dividends  distributed  by  companies 
are  liable  to  the  dividend  tax  subject  to  specified  exemptions  and 
to  the  following  abatement  : 

Where  the  aggregate  dividends,  distributed  in  any  accounting 
period  liable  to  taxation,  do  not  exceed  £5,000,  there  is  to  be  deducted 

13' Act  41  Of  1917,  sees.  26  and  27.  is  Act  29  of  1921,  sec.  6. 

M/t/a,  sec.  29  &  Act  29  of  1921,  sec.  7.  ^^  Ibid,  sec.   1  (2). 
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from  the  amount  of  such  dividends  an  abatement  at  the  rate  of 
£2,500  provided  that  the  abatement  so  allowed  is  to  diminish  by 
£1  for  every  £1  by  which  the  aggregate  dividends  so  distributed 
exceed  £2,500.  The  sum  determined  after  deduction  of  any  such 
abatement  is  the  taxable  amount.^' 

The  rates  of  the  dividend  tax  are  as  follows  : 

(1)  In  respect   of   companies   whose   principal   business  is  gold 

mining,  a  rate  of   Is.   6d.  for  every  pound  of  the  taxable 
amount  of  such  dividend  ; 

(2)  in  respect  of  companies  whose  principal'  business  is  diamond 

mining,  a  rate  of  Is.  6d.  for  every  £1  of  the  taxable  amount  of 
such    dividend  ; 

(3)  in  respect  of  all  other  companies  a  rate  of  Is.  for  every  £1  of 

the  taxable  amount.'^ 

Special  provision  is  made  that  no  company  and  no  person  acting 
on  behalf  of  a  company  shall  distribute  any  dividend  chargeable 
with  the  tax  until  the  tax  payable  in  respect  of  such  distribution 
has  been  paid,^^ 

D.  Excess  Profits  Tax. — The  excess  profits  tax  was  instituted  in 
1917  as  a  temporary  measure,  for  the  period  of  the  war  and  six 
months  thereafter,""  the  date  of  the  termination  of  the  war  to  be 
declared  by  the  Governor-General  in  the  Government  Gazette,  and 
was  intended  for  the  benefit  of  the  loan  account  towards  meeting  war 
expenditure  chargeable  thereon.  During  the  financial  years  1917- 
18  and  1918-19  more  than  £1,000,000  was  collected  in  respect  of  the 
excess  profits  tax  and  paid  into  the  loan  account,  but  under  the 
Income  Tax  Act  of  1919  all  amounts  of  excess  profits  duty  collected 
after  April  1,  1919,  were  to  be  assigned  to  the  revenue  account.^^  This 
attitude  on  the  part  of  the  Union  Government  is  to  be  deplored, 
since  the  yield  of  the  excess  profits  tax  constituted  an  extraordinary 
revenue  to  be  applied  only  to  extraordinary  expenditures,  and 
since  there  was  no  clear  case  of  fiscal  emergency,  the  year  1919-20 
yielding  a  net  surplus  of  £2,460,426. 

The  excess  profits  tax  was  levied  on  all  companies  and  individuals, 
carrying  on  any  trade  or  business,  whose  profits  for  the  accounting 
periods  subject  to  that  form  of  taxation  exceeded  by  more  than 
£500  their  profits  for  the  year  ended  June  30,  1914.  The  deter- 
mination of  excess  profits  was  based  upon  the  pre-war  standard 
of  profits,  which  was  defined  as  the  taxable  income  of  any  company 

1''  Ibid,  sec.  36.  20  in  view  of  fiscal  necessity  the  excess 

18  Act  41  of  1917,  sec.  35.  profits  tax  was  extended  to   1921. 

^9  Ibid,  sec.  47.  21  Act  39  of  1919,  sec.  5  (2). 
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or  individual  derived  from  any  trade  or  business  or  industry  for  the 
year  ended  June  30,  1914,  when  computed  on  the  same  principles  as 
are  applicable  for  the  computation  of  a  taxable  income  for  normal 
tax  purposes,  or  upon  a  statutory  percentage  of  the  capital  in 
cases  in  which  such  is  allowable  :  (a)  in  the  case  of  companies  a  mini- 
mum of  8  per  cent,  per  annum,  and  (6)  in  the  case  of  individuals  a 
minimum  of  10  per  cent,  per  annum.  (Capital  was  interpreted  as 
the  net  value  of  the  assets  employed."')  ^  Thus  the  excess  profits 
tax,  as  levied  in  South  Africa,  was  virtually  a  war  profits  tax, 
although  it  contained  the  elements  of  an  excess  profits  tax  proper 
{i.e.  profits  in  excess  of  a  certain  percentage)  in  the  case  of  concerns 
established  since  the  outbreak  of  the  war.  It  was  based  mainly  on 
the  British  excess  profits  tax. 

The  rate  of  the  excess  profits  tax  was  fixed  by  the  Income 
Tax  Act  of  1917  at  5s.  in  the  £^^,  but  was  increased  to  10s.  in  the  £-^ 
by  the  Income  Tax  Act  of  1919. 

Innovations. — The  innovations  introduced  by  the  Income 
Tax  (Consolidation)  Act  of  1917  may  be  summarised  as  follows  : 

(1)  special  provisions  relating  to  the  taxation  of  profits  from 

mining  which  were  formerly  taxed  under  Mining  Taxation 
Acts  ; 

(2)  the  substitution  of  a  normal  tax  at  a  flat  rate,  plus  a  divi- 

dend tax,  for  the  taxation  of  companies'  profits  in  place  of  a 
normal  tax  with  a  progressive  rate  of  tax  as  formerly  applied 
to   such  profits  ; 

(3)  the   taxation   of   dividends   and   debenture   interest   at   the 

source  of  payment,  and,  except  in  the  case  of  the  super  tax, 
not  in  the  hands  of  the  individual  recipients  ; 

(4)  the  imposition  of  a  temporary  excess  profits  tax. 

Sources  of  Income. — The  following  table'"^  presents  the  various 
sources  of  income  in  the  order  of  the  amount  of  the  taxed  incomes 
accruing  therefrom  and  the  distribution  of  such  incomes  between 
individuals  and  companies  in  respect  of  the  normal  tax  for  the 
year  ended  30  June,  1917. 


22  Act  41  of  1917,  sec.  50.  Z4  Act  39  of   1919,  sec.  5.    (V 

2i  Ibid,  sec.  49.  25  o.Y.B.   1919,  p.   840. 
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Amount 

of  Taxed  Incomes. 

Source  of  Income 

Individuals. 

Companies. 

Total. 

£ 

£ 

£ 

Trade  (including  manufacture) 

11,392,301 

6,515,617 

17,907,918 

Employment  {i.e.  Salaries  &  Wages)           13,680,420 

— 

13,680,420 

Mining 

145,140 

6,666,384 

6,811,524 

Farming 

3,826,556 

418,805 

4,245,361 

Interest 

2,538,921 

230,067 

2,768,988 

Rents              .  .          .  .          .  . 

1,950,218   . 

406,979 

2,357,197 

Professions     .  . 

2,178,880 

— 

2,178,880 

Insurance 

— 

774,222 

774,222 

Banking,  Trust  and  Finance 

— 

720,604 

720,604 

Shipping 

— 

239,658 

239,658 

Miscellaneous             .  .    ' 

21,855 

16,122 

37,977 

Total 


£35,734,291         £15,988,458         £51,722,749 


Trade  and  manufacture  accounted  for  more  than  one-third  of 
the  total  amount  of  incomes  subject  to  the  normal  tax.  With  regard 
to  "  employment,"  the  salaries  and  wages  in  the  public  service  liable 
to  the  normal  tax  amounted  to  £3,065,710,  or  almost  25  per  cent,  of 
the  total  amount  of  salaries  and  wages  taxed. 

The  number  of  taxpayers  subject  to  the  normal  tax  for  the  year 
under  consideration  was  49,437,  and  the  amount  of  the  tax  paid 
was  £1,995,590,  representing  3|  per  cent,  of  the  total  amount  of 
taxed  incomes. 

In  respect  of  the  super  tax  the  number  of  taxpayers  was  1,523, 
the  amount  of  supertaxable  income  £8,438,584  and  the  amount  of 
the  super  tax  paid  was  £482,056,  or  5.7  per  cent,  of  the  total  amount 
of  supertaxable  incomes.-** 

The  taxed  dividends  were  distributed  amongst  the  three  groups 
of  companies  in  the  following  maimer  : 


Taxed  Dividends. 

Net 

Amoimt  of 
Tax. 

£ 

£ 

Gold-mining  Companies 

6,780,370 

672,103 

Diamond-mining  Companies 

2,417,653 

179,158 

All  other  Companies 

4,601,878 

213,823 

Total  £13,799,901  £1,065,084 

The  total  amount  of  excess  profits  was  £2,259,700,  of  which 
£930,276  was  assigned  to  individuals  and  £1,329,424  to  companies, 
and  the  number  of  taxpayers  liable  to  the  excess  profits  tax  was 
979,  namely  737  individuals  and  242  companies.^^ 


Z6  0.Y.B.   1919,  p.  842. 
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Amount  of  Abatements. — The  abatements  allowed  as  deductions 
for  normal  tax  purposes  in  respect  of  taxable  incomes  for  the  year 
ended  June  30,  1917,  amounted  to  £14,598,250  : 

Individuals.    Companies.       Total. 

£  £  £ 

Primary  Abatement  (£300)  ..  ..  12,923,392        318,140       13,241,532 

Secondary  Abatements  (such  as  allowances 

for  children,  dependents,  insurance,  and 

fees  to  friendly  societies) .  .  ..  ..  1,356,718         —  1,356,718 


£14,280,110      £318,140       14,598,250 

In  addition  to  the  aforementioned  abatements,  the  abatements 
allowed  as  deductions  from  supertaxable  incomes  amounted  to 
£2,400,547,  thus  making  a  total  of  £16,998,797  for  the  year.-' 

General  Characteristics  of  Income  Tax. — The  South  African  income 
tax  constitutes  an  admirable  example  of  a  combination  of  the 
two  main  types  of  income  tax,  namely  the  so-called  "  stoppage- 
at-the-source  "  income  tax  and  the  "  lump  sum  "  income  tax,  the 
former  being  most  completely  organised  in  England  and  the  latter 
in  Germany.  It  represents  an  attempt  to  secure  the  characteristic 
advantages  of  both  types  in  a  compromising  measure.  The  "  lump 
sum"  income  tax  requires  considerable  administrative  efficiency,  but 
it  possesses  the  great  advantage  of  permitting  the  application  of  the 
principle  of  progression.  On  the  other  hand,  while  the  "  stoppage- 
at-source  "  income  tax  presents  serious  impediments  to  the  intro- 
duction of  progression,  it  facilitates  collection,  minimises  evasion 
and  fraud,  and  avoids  the  adoption  of  undue  inquisitorial  procedure. 

The  principle  of  taxation  at  the  source  is  applied  merely  to 
dividends  through  the  dividend  tax,  and  indirectly  also  to  debenture 
interest  through  the  normal  tax  on  the  income  of  companies,  i.e., 
to  those  elements  of  income  which  are  most  easily  and  conveniently 
stopped  at  the  source.  The  exemption,  in  the  case  of  the  normal 
tax  on  individuals,  of  interest  on  debentures  or  debenture  stock 
received  from  any  company  in  respect  of  which  normal  tax  has 
been  paid  by  such  company  amounts  practically  to  discrimination  in 
favour  of  debenture  stock  as  against  capital  stock. 

The  dividend  tax  is  designed  to  secure  not  only  stoppage  at  the 
source  but  also  differentiation  in  the  taxation  of  companies,  the 
gold-mining  and  diamond-mining  companies  being  subject  to  a 
higher  rate  than  other  companies.    The  gold-mining  companies  had 


27  Report  of  Commissioner  for  Inland  Revenue,  1917-lS,  p.  13. 
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been  rendered  liable  in  1917  to  an  additional  6d.  in  the  £  as  a  special 
war  levy. 

The  principle  of  progressive  rates  is  applied  to  individuals  both 
in  respect  of  the  normal  and  the  super  tax,  companies  being  exempt 
from  the  super  tax  and  subject  to  a  flat  rate  under  the  normal  tax. 
There  is  a  fixed  limit  to  progression  in  either  case,  progression 
ceasing  at  £24,000  in  the  normal  tax  on  individuals  and  also  in  the 
super  tax.  Degressive  progression  is  attained  by  means  of  an 
elaborate  system  of  abatements,  even  in  the  case  of  the  normal 
tax  on  companies  up  to  £24,300  and  in  the  dividend  tax  up  to 
£5,000,  beyond  which  limits  the  abatements  are  not  allowed. 

Revenue  from  Income  Tax. — The  yield  of  the  income  tax  has  been 
subject  to  constant  increase  according  as  the  scope  thereof  was 
extended  and  the  rates  were  raised.  In  1914-15  the  income  tax 
revenue  constituted  an  insignificant  item,  whereas  by  1919-20  it 
was  second  only  to  the  customs  revenue  and  had  come  to  occupy  an 
important  place  in  the  fiscal  system  of  the  Union. 

Heading.  1914-15.   1915-16.     1916-17.     1917-18.      1918-19.    1919-20. 

££££££ 

Revenue  from  Income 
Tax  (including 

Super  Tax  and  Divi- 
dend Tax)   ..  ..    446,597  1,028,953  1,465,401  3,860,282  4,298,000  4,696,436 

Percentage  of  Ordinary  • 

Gross  Revenue 
(Union  and  Provin- 
cial) ..  ..  ..        2.9  5.8  7.4  18  17.9  15.5 

Per  capita  of  European 

Population   . .  .  .      6.   7d.         15s.       £1  Os.  lOd.  £2   14s.       £2   19s.     £3  3s.   6d. 

Per     capita     of     Total 

Population   ..  ..Is.  5d.  3s.  2d.         46.  5d.      Us.   3d.      12s.  4d.      13s.  2d. 

The  income  tax  receipts  for  1915-16  are  more  than  double  those 
for  1914-1915  on  account  of  the  reduction  in  the  primary  abate- 
ment from  £1,000  to  £300  and  the  increase  in  the  rates  authorised 
by  the  Income  Tax  Act  of  1915.  The  receipts  for  1916-17  show  a 
further  increase  as  the  result  of  the  introduction  of  a  super  tax  on 
incomes  exceeding  £2,500  per  annum  in  1916,  and  also  of  the  favour- 
able trading  conditions  and  restriction  of  competition  due  to  pre^ 
vailing  war  conditions.  In  1917-18  there  was  an  extraordinary 
increase  in  the  revenue  from  the  income  tax  which  may  be  attri- 
buted to  several  factors. 

In  the  first  place,  under  the  Income  Tax  (Consolidation)  Act  of 
1917  the  profits  of  mining  which  had  prior  to  that  year  been  taxed  in 
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accordance  with  the  provisions  of  special  mining  taxation  acts 
were  rendered  liable  to  income  tax,  with  the  result  that  a  sum  of 
about  £1,500,000  was  transferred  from  the  head  of  "  mining 
revenue  "  to  that  of  "  income  tax  revenue."  Secondly,  the  legis- 
lation referred  to  provided  for  a  special  dividend  tax  on  the  divi- 
dends of  companies.  And  thirdly,  the  restriction  of  imports  from 
overseas  had  stimulated  local  production,  industrial  as  well  as 
agricultural,  thereby  enhancing  the  national  income. 

In  1918-19  and  1919-20  the  income  tax  receipts  were  subject  to 
further  increases  as  the  results  of  (a)  larger  dividend  distributions 
in  view  of  the  enhanced  price  of  diamonds  and  the  premiums  on 
gold,  (6)  increased  profits  on  trading,  (c)  increase  of  wages,  and  (d) 
general  trade  expansion. 

Summing  up,  then,  the  extraordinary  increase  of  1,000  per 
cent,  in  the  income  tax  revenue  of  the  Union  during  the  five-year 
period  from  1914-15  to  1919-20  may  be  ascribed  to  the  following 
factors  : 

(1)  the   reduction   of   the   primary   abatement  from    £1,000   to 

£300; 

(2)  the  increase  in  the  initial  rate  from  6d.  in  the  £  to  Is.,  and  in 

respect  of  a  taxable  amount  of  £24,000  or  over  from  Is.  6d. 
in  the  £  to  2s.  ; 

(3)  the  addition  of  a  super  tax  and  a  dividend  tax  ; 

(4)  the  inclusion  of  the  profits  of  mining  ; 

(5)  increase  in  incomes  in  consequence  of  the  enhanced  prices 

and  increased  production  occasioned  by  war  conditions. 

With  regard  to  fiscal  significance,  the  income  tax  revenue  consti- 
tuted 18  per  cent,  of  the  gross  ordinary  revenues  (Union  and  Pro- 
vincial) in  1917-18,  declining  to  15|  per  cent,  in  1919-20  in  view  of 
the  greater  enhancement  of  other  items  of  revenue,  such  as  customs 
and  excise  receipts,  mining  revenue,  etc. 

Revenue  from  Excess  Profits  Tax. 

Contributions  to  the  Contributions  to  tlie 

Fiscal  Year.                                   Loan  Account.^**  Revenue  Account.^s' 

£  £ 

1917-18           269,824  — 

1918-19           948,417  — 

1919-20           —  1,215,996 

The  excess  profits  tax  was  introduced  into  the  Union  tax  system 
by  the  Income  Tax  (Consolidation)  Act  of  1917,  in  accordance  with 


28  Half-yearly  Abstract  of  Union  Sta-  29  Auditor-General's  Report  for  1919- 

tistics,  June    1919,  p.   81.  1920,   p.   88. 


148  REVENUES. 

which  it  was  to  be  levied  for  the  benefit  of  the  loan  account  towards 
meeting  war  expenditure  chargeable  thereon,  but  under  the  Income 
Tax  Act  of  1919  the  receipts  from  the  excess  profits  tax  were  to  be 
paid  into  the  revenue  account,  and  at  the  same  time  the  rate  was 
increased  from  5s.  in  the  £  to  10s.  in  the  £,  thereby  securing  an 
increase  in  the  receipts  for  1919-20  as  compared  with  those  for 
1918-19.  However,  this  increase  proved  to  be  below  the  estimated 
increase  due  to  the  fact  that  the  temporary  fall  in  the  value  of 
trading  stocks  after  the  armistice  resulted  in  reduced  comparative 
profits.  ^'' 

Provincial  Excess  Profits  Tax. — In  1917  an  ordinance  was  passed 
by  the  Provincial  Council  of  the  Transvaal  providing  for  the  imposi- 
tion of  a  tax  on  excess  profits  within  that  province  in  respect  of  the 
year  ended  30th  June,  1917.  This  excess  profits  tax  was  to  be 
eq[uivalent  to  one-fifth  of  the  excess  profits  duty  as  assessed  under 
the  provisions  of  the  Union  Income  Tax  (Consolidation)  Act  of  1917. 
Exemptit)h  was  allowed  in  favour  of  profits  derived  from  sources 
outside  the  province.^^ 

The  revenue  yielded  by  this  tax  during  the  financial  year  1917-18 
amounted  to  £13,647,^"  or  .9  per  cent,  of  the  total  revenue  of  that 
province  (including  the  Union  subsidy). 

The  tax  on  excess  profits  was  not  re-imposed  in  the  Transvaal  in 
the  following  years  as  it  was  much  resented,  on  the  ground  that  a 
similar  tax  was  at  the  same  time  being  levied  by  the  Union  Govern- 
ment. 


50  Ibid.  32  Half-yearly      Abstract     of      Union 

3   Transvaal    Ordinance    22    of    1(U7,       Statistics,  June  1919,  p.   81. 
sec.  3. 


CHAPTER   10. 

Mining  Taxation. 

Prior  to  the  establishment  of  the  Union  the  gold  mines  in  the 
Transvaal  were  subject  to  a  tax  of  10  per  cent,  on  the  net  profits 
earned,  which  was  imposed  by  the  Crown  Colony  Administration  in 
1902  as  being  the  equivalent  of  the  charges  indirectly  levied  by  the 
Republican  Government  upon  the  gold  industry  before  the  Anglo- 
Boer  War.  In  the  case  of  diamond  mines  the  Transvaal  Government 
was  entitled  to  a  partnership  share  of  60  per  cent,  of  the  net  pro- 
fits and  the  Orange  Free  State  Government  to  40. per  cent.  In 
the  Cape  Colony  there  was  no  special  tax  on  gold  or  diamond  mines, 
but  the  De  Beers  (Diamond  Mining)  Company  was  subject  to  the 
income  tax,  which  was  graduated  in  such  a  manner  as  to  fall  most 
heavily  on  the  largest  incomes. 

Upon  the  establishment  of  the  Union  in  1910  legislation  was 
introduced  to  consolidate  the  various  mining  tax  laws  of  the  four 
provinces,  known  as  the  Mining  Taxation  Act  of  1910,  which  imposed 
a  uniform  profits  tax  of  10  per  cent,  in  respect  of  precious  metals  and 
precious  stones  and  a  graduated  tax  in  respect  of  other  minerals,  rang- 
ing from  2^  per  cent,  upwards.  The  income  tax  in  the  Cape  of  Good 
Hope  was  abolished  concurrently  with  the  imposition  of  a  profits 
tax  on  mines  throughout  the  Union. 

The  subject  of  mining  taxation  is  to  be  treated  under  three  dis- 
tinct headings,  namely,  ordinary  taxation  of  the  profits  of  mining 
(i.e.  under  the  Mining  Taxation  Act  of  1910),  the  special  war  levy  on 
the  profits  of  gold  mines  imposed  in  1915  and  1916,  and  the  export 
duty  on  diamonds  imposed  in  1916. 

(1)  Ordinary  Taxation  of  the  Profits  of  Mining. — The  Mining 
Taxation  Act  of  1910  provided  for  the  imposition  of  the  following 
taxes  :^ 

(a)  on  the  profits  of  mining  for  diamonds,  10  per  cent.  ; 

(6)  on  the  profits  of  mining  for  gold,  10  per  cent.  ; 

(c)  on  the  profits  of  mining  for  other  minerals,  according  to  the 
following  scale  : 


I  Act  6  of  1910,  sec.  3. 
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If  the  amount  of  profit  does  not  exceed  5  per  cent,  of  the  gross  revenue 

derived 
If  the  amount  of  profit  exceeds  5  per  cent,  but  does  not  exceed  10  per  cent 

of  the  gross  revenue 
10-15  per  cent,  of  gross  revenue 
15-20 
20-30 
30-40 


3  % 

H% 

4  % 

5  % 

6  % 


and  thereafter  for  every  additional  1  per  cent,  of  profit  an    addition  of    1/lOth  per 
cent,  to  the  rate  of  the  tax. 

"  Profits  "  was  interpreted  as  including  all  revenue  derived  from 
the  mining,  winning  or  disposal  of  the  diamonds,  the  gold,  or  the 
other  minerals  (as  the  case  may  be),  or  from  any  product  in  connect- 
tion  therewith,  after  deducting  therefrom  the  amount  of  the  working 
expenditure  and  an  allowance  for  amortization  of  capital  expendi- 
ture." 

With  regard  to  the  allowance  for  amortization  of  capital  expendi- 
ture, the  amount  to  be  deducted  was  to  be  such  sum  as,  if  paid  by 
way  of  annuity  from  the  commencement  of  production  for  the 
whole  period  during  which  it  was  estimated  that  the  mine  would 
continue  to  be  workable,  would  produce  at  the  rate  of  3  per  cent, 
per  annum  (compound  interest)  a  sum  equal  to  the  amount  of 
the  capital  expenditure,  the  workable  period  to  be  determined  by 
the  Government  Mining  Engineer.^ 

Provision  was  made  for  exemption  from  this  tax  on  the  profits  of 
mining  in  cases  where  such  profits  did  not  exceed  £1,000  during  the 
tax  year.* 

Retv'enue  from  Ordinary  Mining  Taxation. 


Source  of  Revenue. 

1911-12. 

1913-14. 

1915-16. 

1916-17. 

1917-18. 

£ 

f 

£ 

£ 

£ 

Gold  Mines 

1,003,546 

1,049,067 

952,009 

951,776 

— 

Diamond  Mines 

475,445 

534,308 

15,848 

150,119 

27,999 

Other  Mines 

32,637 

33,956 

13,616 

-  3,543 

19,480 

Total       ..  ..       £1,511,628  £1,617,331      £981,473  £1,098,352        £47,479 

The  receipts  from  gold  mines  showed  a  small  decrease  in  1915-16 
and  1916-17  as  compared  with  1913-14,  due  to  the  increased  working 
costs  and  the  consequent  reduction  in  profits.  The  revenue  from 
diamond  mines  was  subject  to  a  con-siderable  decline  in  1915-16  as 
a  result  of  the  disturbance  in  the  diamond  industry  on  the  outbreak 
of  the  European  War.  The  diamond  mines  were  practically  closed 
from   September,    1914   until  January,    1916,    when  the   wave   of 


2  Act  6  of  1910,  sec.  4. 

3  Ibid,  sec.  5. 


*  Ibid,  sec.  7. 
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prosperity  in  the  United  States  caused  the  renewal  of  mining 
operations,  and  a  rapid  recovery  of  the  industry  followed.  The 
increase  in  1916-17  was  due  to  the  revival  of  diamond  mining. 
With  regard  to  the  other  mines,  the  negative  amount  of  £3,543 
was  the  outcome  of  a  readjustment  between  the  mining  profits  tax 
and  the  income  tax  in  terms  of  the  Mining  Taxation  Amendment 
Act  of  1915,  which  provided  that  in  the  case  of  base  metal  com- 
panies the  profits  of  mining  might  be  liable  to  the  income  tax  in- 
stead of  the  mining  tax.  The  amount  transferable  to  the  income  tax 
in  respect  of  payments  made  during  1914-15  and  1915-16  exceeded 
the  current  receipts  credited  to  the  mining  tax  by  £3,543.^ 

The  Income  Tax  (Consolidation)  Act  of  1917  stipulated  that  the 
profits  of  mining  were  henceforth  liable  to  the  income  tax,  and 
special  provisions  were  included  in  the  Act  for  the  taxation  of  the 
profits  of  mining,  such  as  the  normal  tax  on  companies  at  a  flat  rate 
plus  a  dividend  tax,  the  latter  bearing  most  heavily  on  the  gold- 
mining  and  diamond-mining  companies.  It  was  provided  that  the 
profits  of  mining  companies  whose  accounting  period  closed  on  a 
date  subsequent  to  June  30,  1917,  were  to  be  assessable  for  tax 
under  the  Income  Tax  Act,  but  in  cases  where  the  accounting  period 
closed  prior  to  that  date  the  profits  were  assessable  under  the  Min- 
ing Taxation  Act.  This  provision  accounted  for  the  small  revenue 
of  1917-18  amounting  merely  to  £47,479,  as  the  great  bulk  of  the 
revenue  from  taxes  on  mines  had  been  transferred  to  the  accounting 
head  "  income  tax." 

The  fiscal  significance  of  the  revenue  from  ordinary  mining 
taxation  during  the  financial  years  1911-12  and  1913-14  is  indicated 
in  the  following  table. 

Heading.  1911-12.  1913-U. 

£  £ 

Revenue  from  Ordinary  Mining  Taxation            ..  1,511,628  1,617,331 
Percentage   of   Gross   Ordinary   Revenue   (Union 

and  Provincial)              .  .           .  .           .  .           .  .  10.6  9-3 

Per  Capita  of  Exiropean  Population           .  .           .  .  £1   3s.   7d.  £1  4s.  4d. 

Per  Capita  of  Total  Population                .  .          .  .  5s.  Od.  5s.  2d. 

(2)  Special  War  Levy  on  Gold  Mines. — Under  the  Mining  Taxa- 
tion Amendment  Act^  of  1915  provision  was  made  for  a  special 
war  levy  of  £500,000  on  the  profits  of  gold  mining  during  the  finan- 
cial year  1915-16  ;  and  in  1916  the  Special  War  Tax  (Gold  Mines) 
Act^  was  passed,  authorising  the  imposition  during  the  financial 

5  Auditor-General's  Report  for  1916-  6  Act  24  of   1915. 

1917,  p.  27.  7  Act  34  of  1916. 


£ 

301,186 
198,814 

£ 

500,000 
500,000 

277,725 
222,275 

£1,000,000 
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year  1916-17  of  a  further  special  war  levy  of  £500,000  on  the  profits  of 
gold  mining,  in  addition  to  the  ordinary  mining  tax.  In  both  cases 
the  special  levy  was  to  be  apportioned  amongst  the  mines  in  such  a 
way  that  the  amount  paid  by  each  mine  bore  the  same  proportion 
to  its  profits  as  £500,000  bore  to  the  whole  amount  of  the  profits 
assessed  during  that  year.^ 

Thus,  the  profits  of  gold  mining  were  rendered  subject  to  a  special 
war  contribution  of  £1,000,000,  which  was  payable  in  four  instal- 
ments, the  first  of  which  fell  due  for  payment  in  the  financial  year 
ended  March  31,  1916,  and  the  last  instalment  in  the  financial  year 
ending  on  March  31,  1918.  This  special  war  contribution  was  paid 
as  follows  :^ 

Financial  years  : 

1915-16  

1916-17  

1916-17  

1917-18  


This  special  contribution  represented  approximately  5|  per 
cent,  of  the  assessed  profits  of  mining  during  the  years  1915-16  and 
1916-17. 

Under  the  Income  Tax  (Consolidation)  Act  of  1917  the  rate  of 
the  dividend  tax  on  the  dividends  of  gold-mining  companies  was  fixed 
at  2s.  in  the  £,  of  which  6d.  was  deemed  to  be  a  special  war  levy.^*^ 

(3)  Export  Duty  on  Diamonds. — In  1916  provision  was  made  for 
the  imposition  of  a  duty  on  the  value  of  rough  and  uncut  diamonds 
which,  having  been  found  in  the  Union,  are  exported  therefrom. 
This  duty  was  introduced  on  account  of  the  need  for  more  revenue 
in  view  of  the  increase  in  the  interest  charge  by  £1,000,000  in 
respect  of  war  debt  incurred  during  the  first  two  years  of  the 
war,  and  in  view  of  the  reduction  in  the  yield  from  certain  sources 
of  revenue  consequent  upon  the  outbreak  of  the  war. 

Under  the  Diamond  Export  Duty  Act  of  1916  the  rate  of  duty  was 
a  percentage  of  the  value  of  the  diamonds  exported,  ranging  from 
one -half  of  one  per  cent,  to  five  per  cent.,  and  was  based  upon 
the  percentage  ratio  of  profits  to  revenue.  When  the  amount  of 
profits  exceeded  35  per  cent,  of  the  revenue  derived,  the  rate  of  duty 

8  Act  34  of  1916,  sec.  2  (d).  lo  Act  41  of  1917,  sec.  35. 

9  Report  of  Commissioner  for  Inland 
Revenue   1916-17,  p.   9. 
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was  one-half  of  one  per  cent  or  a  proportionate  part  thereof  for 
every  three-quarters  of  one  per  cent,  or  portion  of  three-quarters 
of  one  per  cent,  of  the  excess  over  and  above  35  per  cent.,  rising  until 
the  maximum  rate  of  duty  reached  5  per  cent.  When  the  amount 
of  profits  did  not  exceed  35  per  cent,  of  the  revenue,  no  duty  was 
payable.'^ 

The  duty  was  not  payable  in  respect  of  alluvial  diamonds  found 
by  any  digger  or  by  any  individual  as  distinguished  from  a  cor- 
porate body.  The  duty  was  to  be  paid  by  the  producer  on  exporta- 
tion of  diamonds  or  delivery  within  the  Union  ;  and  a  drawback  was 
allowed  in  respect  of  the  duty  paid  on  any  diamonds  cut,  shaped  and 
polished  within  the  Union. '"^ 

In  1917  an  important  amendment  was  made,  which  altered  the 
basis  of  duty  from  a  percentage  of  value  based  on  the  percentage  ratio 
of  profits  to  revenue  to  a  flat  rate  of  5  per  cent,  of  the  value  of  the 
diamonds  exported,  the  value  being  defined  as  the  true  market  or 
selling  price  of  such  diamonds  within  the  Union  at  the  date  of 
export.  ^'^ 

At  the  same  time,  the  incidence  was  transferred  from  the  producer 
to  the  exporter,  the  duty  being  payable  by  the  exporter  prior  to  or  at 
the  time  of  the  registration  of  the  diamonds  for  export.  The  exporter 
is  to  render  a  statement  specifying  to  the  best  of  his  knowledge  and 
belief  the  true  market  value  or  price,  and  the  Commissioner  for 
Inland  Revenue  may  authorise  any  person  deemed  by  him  to  possess 
the  requisite  knowledge,  to  value  any  diamonds  liable  to  duty. 
If  the  valuation  exceeds  by  10  per  cent,  the  value  or  price  specified  by 
the  exporter,  double  duty  is  to  be  paid  on  that  excess,  and  if  such 
valuation  exceeds  by  20  per  cent,  the  value  or  price  specified,  double 
duty  is  to  be  paid  on  the  entire  value  as  ascertained  by  the  valuation.^* 

In  1919  a  further  amendment  was  introduced,  increasing  the  rate 
of  duty  from  5  to  10  per  cent,  and  rendering  alluvial  diamonds, 
which  had  up  to  that  time  been  exempted  from  the  export  duty, 
liable  to  it.'' 

Revenue  from. Export  Duty  on 
Fiscal  Year.  Diamonds. 

£ 

1916-17  172,647 

1917-18  219,181 

1918-19  336,029 

1919-20  1,319,149 

"Act  36  of  1916,  sees.   1  and  2.  i4  Act  27  of  1917,  sees.  4  and  5. 

^2  Ibid,  sees,  6,   7  and   10.  15  Act  34  of   1919,  sees.    1  and   2. 

13  Act  27  of   1917,  sec.   3. 
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The  extraordinary  increase  in  this  item  of  revenue  in  1919-20  is  to 
be  attributed  partly  to  the  increase  in  the  duty  from  5  to  10  per  cent, 
and  partly  to  the  enhanced  prices  realised  for  diamonds  in  that 
year. 

Provincial  Gold  Profits  Tax. — In  1918  the  Transvaal  Provincial 
Council  imposed  a  tax  upon  the  profits  derived  from  the  production 
of  gold  within  the  province  of  the  Transvaal,  provided  that  such 
profits  exceeded  £300  in  any  year.  Where  the  gross  profits  exceeded 
10  per  cent,  of  the  gross  revenue  but  did  not  exceed  15  per  cent, 
thereof,  the  rate  was  1  per  cent,  on  the  net  profits  ;  and  where  the 
gross  profits  exceeded  15  per  cent.,  the  above  rate  of  1  per  cent, 
increased  by  one -tenth  of  1  per  cent,  for  each  additional  one  per 
cent,  of  such  percentage  of  profits  to  gross  revenue  up  to  a  maxi- 
mum rate  of  4  percent,  upon  the  net  profits  when  the  percentage 
of  profits  to  revenue  amounted  to  or  exceeded  45  per  cent.^'^ 

In  1921,  however,  legislation  was  passed  by  the  Union  Parlia- 
ment (Act  5  of  1921)  which  deprived  a  provincial  council  of  the  power 
to  make  an  ordinance  which  imposed  direct  taxation  in  respect  of  the 
product  of,  or  the  income  or  profits  derived  from,  any  mining 
operations  or  in  respect  of  rights  to  mines  and  minerals.  The  Pro- 
vincial Gold  Profits  Tax  in  the  Transvaal,  accordingly,  ceased  to  be 
in  operation  after  March  31,  1922.^'  In  1921-22  it  had  yielded  a 
revenue  of   £267,204. 


16  Transvaal    Ordinance    14    of    1918,  n  Act  5  of   1921,  sec.   3  (1). 

sees.  1  and  4. 
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Estate    and    Succession    Duties.      Transfer    Duty.      Stamp 
Duties.     Licences. 

(1)  Estate  and  Successioti  Duties. 

A.  On  Estates  of  Persons  who  died  prior  to  July  1,  1922. — Taxes  on 
the  estates  of  persons  who  have  died  within  the  Union  and  share- 
holders in  Transvaal  companies  who  have  died  outside  the  Union 
prior  to  July  1,  1922,  are  still  levied  under  the  various  laws  in  force 
in  the  several  provinces  prior  to  the  establishment  of  the  Union  in 
1910.  In  the  Transvaal  the  tax  is  raised  by  means  of  an  Estate 
Duty  chargeable  on  the  net  value  of  the  estate  of  the  deceased,  and 
in  the  other  three  provinces  by  a  Succession  Duty  on  the  value  of 
successions  accruing  to  heirs  of  a  deceased  person  from  his  estate. 

{a)  Estate  Duty  in  Transvaal. — Prior  to  July  1,  1909,  this  duty 
was  leviable  under  the  provisions  of  Law  15  of  1899  of  the  Trans- 
vaal Republic,  in  accordance  with  which  a  duty  of  one  per  cent, 
was  imposed  on  the  gross  value  of  deceased  estates.^  Subsequent  to 
that  date  the  duty  was  leviable  under  the  Transvaal  Estate  Duty 
Act  of  1909,  which  provided  for  the  exemption  of  all  estates  whose 
net  value  did  not  exceed  £2,000  and  introduced  a  sliding  scale  of 
rates,  ranging  from  1  per  cent,  in  cases  where  the  net  value  of 
the  estate  exceeded  £2,000  but  did  not  exceed  £3,000,  to  10  per  cent, 
on  the  net  value  of  estates  in  excess  of  £250,000.^  The  net  value 
of  the  estate  of  a  deceased  person  is  to  be  ascertained  by  deducting 
(1)  the  debts  and  liabilities  of  the  deceased  person  incurred  bona- 
fide  and  included  in  the  liquidation  account,  (2)  the  funeral 
expenses,  and  (3)  all  costs  and  expenses  incidental  to  the  adminis- 
tration of  the  estate.^ 

The  revenue  varies  from  year  to  year  according  to  the  value  of  the 
estates  dealt  with. 


Fiscal  Year. 

Revenue  from  Estate  Duty. 

1912-13           

337,612 

1913-14           

65,233 

1914-15           

53,913 

1915-16            

69,720 

1916-17 

47,257 

5  of  1899,  sec.   1. 

3  Ibid,  sec.  5. 

2  Transvaal  Act  28  of  1909,  Schedvde. 
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The  high  figure  for  1912-13  is  to  be  attributed  to  the  death  of  a 
large  foreign  shareholder.  In  that  year  the  vakie  of  net  estates 
upon  which  estate  duty  was  assessed  amounted  to  £4,515,316  as 
compared  with  £1,649,041  in  1913-14  and  £1,523,784  in  1916-17.3 

(6)  Succession  Duty  in  the  Cape  of  Good  Hope,  Orange  Free  State, 
and  Natal. — In  all  three  provinces  the  rate  of  duty  varies  in  accord- 
ance with  the  degree  of  relationship,  in  respect  of  which  the  classi- 
fication adopted  in  the  Cape  of  Good  Hope  is  identical  with  that  pre- 
vailing in  Natal,  although  the  rates  are  different. 

Succession  Duty. 
Degree  of  Relationship. 

(1)  Lineal  descendant  or  ancestor 

(2)  Brother  or  sister 

(3)  Descendant  of  brother  or  sister 

(4)  In  any  other  degree  of  consanguinity, 

or  stranger  in  blood 


Cape   of   Good   Hope.^ 

/o 
3 

Natal.5 
/o 

1 

6 

2 

9 

3 

15 

5 

Orange 
line, 

Free 
% 

1 
2 
5 

State. 

(1)  In   ascending  or   descending  line, 

and  husband  and  wife 

(2)  In  the  collateral  line 

(3)  Stranger  in  blood 

The  administration  of  the  laws  relating  to  succession  duty,  and  the 
responsibility  for  collection  of  the  duty  payable  thereunder,  is 
vested  in  the  Masters  of  the  Supreme  Court  of  the  Provinces  of  the 
Cape  of  Good  Hope,  Natal,  and  Orange  Free  State. 

The  revenue  from  succession  is  likewise  subject  to  fluctuation 
from  year  to  year.  The  Cape  of  Good  Hope  yields  about  75  or  80 
per  cent,  of  the  revenue  in  consequence  of  the  larger  population 
and  the  higher  rates  of  duty. 

Fiscal  Year.  •  Total  Revenue  from  Succession  Duty. 

£ 
80,269 


1912-13 
1913-14 
1914-15 
1915-16 
1917-18 


104,024 

93,565 

116,466 

134,453 


The  following  table  shows  the  total  revenue  from  taxes  on  the 
estates  of  deceased  persons  in  the  Union  and  the  relation  thereof 
to  the  total  ordinary  revenues  (Union  and  Provincial). 


3  Report  of  Commissioner  for  Inland 
Revenue  1916-17,  p.  12. 

iCape  Act  33  of   1908,  sec.   3. 


5  Natal  Act  35  of  1905,  sec.  2. 

6  O.F.S.  Law  Book,  eh.  68,  sec.  1. 
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Heading  1912-13.  1915-16.  1917-18.  1919-20. 

£  £  £  £ 

Revenue  from  Estate  and  Succession 

Duties 417,881  186,186  208,814  282,506 

Percentage      of      Gross      Ordinary 

Revenue  2.4  1  .97  .9 

Per  Capita  of  European  Population  6s.     5d.  2s.     8d.  2s.   lid.  3s.    lOd. 

Per  Capita  of  Total  Population      ...  Is.     4d.  7d.  7d.  9id. 

B.  On  Estates  of  Persons  who  died  after  July  1,  1922. 

The  Death  Duties  Act  of  1922  is  a  consolidating  measure  and 
brings  about  uniformity  in  the  taxation  of  deceased  estates  within 
the  Union.  It  applies  only  to  the  estates  of  persons  who  died  on  or 
after  the  first  day  of  July,  1922. 

The  consolidation  of  the  various  laws  relating  to  estate  and 
succession  duty  in  the  four  Provinces  of  the  Union  was  a  necessary 
procedure  and  a  laudable  achievement,  since  those  laws  over- 
lapped and  produced  certain  anomalies.  For  example,  if  a  person 
died  domiciled  in  Natal,  with  a  farm  and  stock  in  the  Cape  and 
shares  in  Transvaal  companies,  the  estate  was  to  pay  succession 
duty  in  Natal  uj^on  the  full  value  of  the  movables  wherever  situated 
and,  in  addition,  succession  duty  was  payable  on  the  stock  in  the 
Cape,  and  estate  duty  was  levied  also  upon  the  shares  in  Transvaal 
companies.  The  great  difference  in  rates  in  the  several  provinces 
was  another  serious  anomaly. 

The  new  death  duties  comprise  an  estate  and  a  succession  duty. 
The  former  is  levied  on  the  net  value  of  the  estate  and  the  latter 
on  the  successions  accruing  to  the  various  heirs  from  that  estate. 
-  For  the  purposes  of  the  estate  duty,  the  dutiable  amount  of  any 
estate  is  determined  by  making  the  following  deductions  from  the 
total  value  of  all  property  included  therein  :  ' 

{a)  all  expenditure  in  connection  with  the  death  and  funeral  of  the 
deceased  ; 

(6)  all  costs  in  the  administration  and  liquidation  of  the  estate  ; 

(c)  debts  and  liabilities  of  the  deceased  ; 

{d)  the  value  of  any  projDerty  passing  by  disposition  of  the 
deceased  to  any  public  institution  of  a  charitable,  educational 
or  ecclesiastical  nature  ; 

(e)  any  amount  due  and  receivable  under  any  policy  of  insurance 
upon  the  life  of  the  deceased,  when  such  amount  is  pay- 
able  under   a   duly   registered   antenuptial   or   post-nuptial 
contract  to  the  surviving  spouse  or  children  ; 

•?  Act   29  of   1922,  sec.  4. 
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(/)  an  abatement  of  £1,000  which  is  diminished  by  one  pound 

for  every  pound  by  which  the  total  value  of  the  property, 

after  allowing  the  aforementioned  deductions,  exceeds  £1,000  ; 

i.e.  no  estate  duty  is  leviable  on  an  estate  the  net  value  of 

which  does  not  exceed  £1,000. 

The  rates  of  the  estate  duty  range  from  |  per  cent,  upon  the  first 

£2,000  of  the  dutiable  amount  to  3  per  cent,  upon  so  much  of  the 

dutiable  amount  as  exceeds  £5,000  but  does  not  exceed  £10,000, 

10  per  cent,  between  £75,000  and  £100,000,  and   17  per  cent,  upon 

so  much  of  the  dutiable  amount  as  exceeds  £1,000,000.^ 

The  rates  of  the  succession  duty  vary  according  to  the  degree  of 
relationship  as  follows  :^ 

Degree  of  Relationship.  Rate    of    Duty. 

"/o 

(a)  Direct  descendant  or  ascendant  ...  ...  ...  ...  2 

(b)  Brother  or  sister  ...  ...  ...  ...  ...  ...  4 

(c)  Descendant  of  the  brother  or  sister  ...  ...  ...  6 

(d)  Otherwise  related  to  the  deceased,  or  a  stranger  in  blood,  or 

an  instituition  ...  ...  ...  ...  ...  ...  ...  10 

Exemption  is  granted  in  the  case  of  the  surviving  spouse  and 
public  institutions  of  a  charitable,  educational  or  ecclesiastical 
nature. 

The  assessment  of  the  new  death  duties  has  been  transferred  to 
the  Commissioner  for  Inland  Revenue.  The  Masters  of  the  Supreme 
Court  are  to  determine  the  dutiable  amounts  of  the  estates  and  of 
any  successions  and  transmit  statements  thereof  to  the  Commis- 
sioner, who  is  then  to  assess  the  duty  chargeable  in  respect  thereof  ; 
provided  that  if  he  is  of  opinion  that  any  dutiable  amount,  as 
certified  by  the  Master,  does  not  in  fact  represent  the  correct  amount 
upon  which  duty  is  required  to  be  paid,  he  may  review  the  account 
in  question  and  adjust  such  amount  accordingly.'" 

The  new  system  of  death  duties  is  a  great  improvement  on  the 
old  one,  but  in  general  the  science  of  Finance  approves  of  the  gradu- 
ated inheritance  tax,  i.e.  graduated  not  only  according  to  relation- 
ship but  also  according  to  the  amount  of  the  succession  or  inherit- 
ance, rather  than  of  the  combined  estate  and  succession  duties. 
Under  the  latter  system  the  estate  duty  is  graduated  according  to 
amount  and  the  succession  duty  according  to  relationship.  More 
or  less  the  same  principle  is  realized  in  these  two  varieties,  but  the 
great  disadvantage  of  the  combined  system  is  that  the  estate  duty 

^Ibid,  First  Schedule.  lo  Act  29  of   1922,  sees.    18-19. 

9  Second  Schedule  of  Act  29  of  1922. 
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falls  entirely  on  the  residual  heir  or  heirs  who  are  frequently  the 
more  significant  parties  involved  and  the  most  deserving  of  special 
consideration,  whereas  the  heirs  to  fixed  bequests  or  legacies  are 
subject  merely  to  the  succession  duty. 

Hitherto  the  estate  and  succession  duties  have  not  by  any  means 
been  an  important  source  of  revenue  in  the  Union  as  in  Great 
Britain,  France  and  Germany,  but  it  is  to  be  hoped  that  the  new 
system  will  prove  to  be  more  productive  of  revenue  and  a  worthy 
adjunct  to  the  income  tax. 

(2)  Transfer  Duty. 

Transfer  duty  is  imposed  upon  all  persons  purchasing  or  acquiring 
fixed  property  and  is  payable  by  the  person  acquiring  such  fixed 
property.  It  continues  to  be  levied  under  the  laws  in  force  in  the 
several  provinces  prior  to  Union,  and  the  administration  of  these 
laws  is  vested  in  the  Commissioner  for  Inland  Revenue. 

In  accordance  with  the  Financial  Relations  Act  of  1913  the 
revenues  from  transfer  duty  were  assigned  to  the  provinces,  but  the 
power  of  legislation  was  retained  by  the  Union  Parliament.  These 
revenues  are  raised  and  received  by  the  Union  Government,  but 
instead  of  being  paid  into  the  Consolidated  Revenue  Fund  they 
are  paid  over  by  the  Union  Treasury  (without  deduction  for  the 
cost  of  collection)  to  the  province  from  which  such  proceeds 
have  been  raised.'^ 

Prior  to  1913  the  rate  of  duty  prevailing  in  the  Cape  of  Good 
Hope  and  the  Orange  Free  State  was  4  per  cent,  upon  the  purchase 
price  or  value  of  any  immovable  property  sold  or  otherwise  alienated 
and  transferred,^"  whereas  in  Natal  the  rate  was  three  per 
cent,  upon  the  amount  of  the  price  paid  or  to  be  paid  for  the  landed 
property  or  on  the  value  of  the  land  or  property  exchanged  or 
alienated, ^^  and  in  the  Transvaal  it  was  \\  per  cent.^^  Under 
the  Transfer  Duty  Reduction  Act  of  1913  provision  was  made  for 
the  reduction  of  the  duty  to  2  per  cent,  in  the  Cape  of  Good  Hope, 
Orange  Free  State  and  Natal. '^^  The  rate  of  IJ  per  cent,  in  the 
Transvaal  remained  in  force  until  1919  when  it  was  increased  to 
2  per  cent.^''  thereby  securing  uniformit}^  in  rates  in  the  four  provinces 
of  the  Union. 

The  revenue  from  transfer  duty  has  been  subject  to  constant 
change  as  the  result  of  : 

11  Act  10  of  1913,  sec.   13,  H  Transvaal    Ordinance     14    of    1905, 

12  Cape   Act   5   of    1884,    sec.    2,   and       sec.  1. 

O.R.C.  Ordinance  12  of  1906.  sec.  3.  i5  Act  11  of  1913,  sec.   1. 

13  Natal  Ordinance  23  of  1907,  sec.  1.  i6  Act  28  of  1919,  sec.   1. 
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(a)  the  reduction  in  the  rate  of  the  duty  in  1913  ; 
(6)  the  outbreak  of  the  European  War  and  the  consequent  dis- 
turbance in  land  values  and  land  transactions  ; 

(c)  the  rise  in  land  values  during  the  latter  part  of  the  war  period  ; 

(d)  the  great  increase  in  the  number  of  deaths  occasioned  by  the 

Influenza  epidemic  in  1918. 

Heading.  1912-13.       1913-14.       1915-16.       1917-18.       1918-19. 

£  £  £  £  £ 

Total       Revenue       from 

Transfer  Duty  ...  523,187        383,626        235,490        411,864        554,000 

Percentage       of       Gross 

Ordinary  Revenues   ...  3  2.2  1.3  1.9  2.3 

Percentage       of       Total 
Ordinary      Provincial 
Revenues         —  11  7  10  10.8 

Per  Capita  of  European 

Population       8s.  Od.         5s.   8d.         3s.  5d.         5s.  9d.         7s.   7d. 

Per  Capita  of  Total  Popu- 
lation      Is.   8d.  Is.   2d.  9d.  Is.  2d.  Is.   7d. 

(3)  Stamp  Duties. — Stamp  duties  are  imposed  upon  a  large  variety 
of  documents,  the  rates  being  very  moderate,  such  as  :^^ 

Affidavit  or  solemn  or  attested  declaration  ...  ...  ...  ...  Is. 

Antenuptial  or  postnuptial  contract  ...  ...  ...  ...  ...  £1 

Mortgage  bonds  ...  ...  ...  ...  ...      Is.   to  5s.   for  every  £100. 

Broker's  note    ...  ...  ...  ...  ...  ...      Id.  to   Is.  for  every  £100. 

Marketable  securities  ...  ...  ...  ...  ...     6d.   to   2s.   for  every   £10  of 

nominal  value. 
Insurance  policies         ...  ...  ...  ...  ...      Id.   to  a  maximum  of  £5. 

Transfer  deed   ...  ...  ...  ...  ...  ...     6d.  for  every  £10  of  immov- 

able   property. 
Security  or  surety  bond  ...  ...  ...  ...      Id.  to  Is.  for  every  £100. 

The  payment  of  stamp  duties  is  to  be  denoted  by  means  of  adhesive 
revenue  stamps  of  the  required  value  affixed  to  the  documents, 
or  by  means  of  impressed  or  embossed  stamps.'** 


Heading.                         1912-13 

1913-14.       1914-15. 

1915-16. 

1916-17. 

£ 

£                   £ 

£ 

£ 

Revenue      from      Stamp 

Duties 333,096 

343,971        291,236 

291,538 

316,768 

Percentage  of  Gross  Ord- 

inary Revenue            ...            1.9 

2                  1.9 

1.7 

1.6 

Per  Capita  of  European 

Population       ...          ...          5s.   Id. 

5s.  2d.         4s.  3d. 

4s.  3d. 

4s.   6d. 

Per  Capita  of  Total  Popu- 

lation   ...         ...         ...          Is.   Id. 

Is.   Id.         10.9d. 

10. 7d. 

11. 4d. 

"Act  30  of   1911,   Second  Schedule, 

18  Ibid,  sec.  6(1) 

and  Act  31  of  1921. 
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(4)  Miscellaneous  Duties. 

(a)  Bank-note  Duty. — Under  the  Stamp  Duties  Act  of  1911  every 
bank  which  had  the  authority  to  issue  notes  within  the  Union  was 
to  render  to  the  Commissioner  for  Inland  Revenue,  within  one 
month  after  the  end  of  each  accounting  half-year  of  such  bank,  a 
statement  showing  the  amount  of  the  note  circulation  of  the  bank 
during  the  preceding  half-year,  and  was  at  the  same  time  to  pay 
duty  thereon  at  the  rate  of  10s.  per  £100  of  the  amount  of  the 
average  monthly  circulation  during  the  half  year.'^ 


Revenue  from 

Fiscal  Year. 

Bank-note  Duty.  20 
£ 
23,021 

1912-13           

1914-15           

21,910 

1915-16           

26,278 

1916-17           

28,141 

1917-18           

39,781 

The  increase  in  this  item  of  revenue  after  1914-15  reflects  the 
increase  in  paper  money. 

The  Currency  and  Banking  Act  of  1920,  however,  vested  the  sole 
right  to  issue  bank  notes  in  the  Central  Reserve  Bank  for  a  period  of 
25  years,  and  this  bank  is  exempt  from  the  payment  of  any  tax 
or  duty  upon  its  note  issues,  other  than  a  graduated  tax  levied  in 
the  case  of  suspension  of  the  reserve  requirements  at  the  following 
rates  : 

One  per  cent,  per  annum  when  the  gold  reserve  against  notes  is 
less  than  40  per  cent,  but  not  less  than  32|  per  cent.  ;  and, 
in  addition, 

1^  per  cent,  per  annum  upon  each  2|  per  cent,  decrease  by  which 
the  reserve  falls  below  32|^  per  cent. 

(6)  Companies''  Capital  Duty. — A  statement  of  the  amount  which 
is  to  form  the  nominal  share  capital  of  any  company  to  be  registered 
under  any  law  relating  to  the  registration  of  companies,  and  a  state- 
ment of  the  amount  of  any  increase  of  share  capital  of  any  company, 
is  to  be  delivered  to  the  receiver  of  revenue  before  the  registration, 
and  upon  every  such  statement  there  is  to  be  paid  a  duty  of  5s.  for 
every  £100  of  the  amount  of  such  capital,  or  increase  of  capital,  as 
the  case  may  be.-^ 


19  Act  30  of   1911.  sec.   8. 

20  Report  of  Commissioner  for  Inland 
Revenue   1917-18,  p.   6. 


21  Act  30  of   1911,  sec.    13. 
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Revenue  from  Companies' 
Fiscal  Year.  Capital  Duty. 20 

£ 
1912-13  12,780 


1914-15 
1916-17 
1917-18 


8,250 
12,774 
32,213 


The  considerable  enhancement  of  the  revenue  in  1917-18  indicates 
the  activity  in  respect  of  the  registration  of  new  companies  and  the 
increase  in  the  capital  of  existing  companies. 

(c)  Insiirance  Coupon  Duty. — ^This  is  a  duty  of  2|  per  cent,  on  the 
annual  receipts  from  the  sale  or  issue  of  any  tickets,  coupons,  notices, 
bills,  or  other  documents  purporting  to  be,  or  to  entitle  to,  an 
insurance  in  the  event  of  death,  injury,  sickness,  or  the  like.^^ 

Revenue  from  Insurance 
Fiscal  Year.  Coupon    Duty. 

£ 

1912-13  29 

1914-15  33 

1916-17  45 

1917-18  47 

(5)  Licences. 

In  accordance  with  the  provisions  of  the  Financial  Relations  Act, 
the  following  distribution  of  the  revenue  from  licences  between  the 
Union  and  the  Provinces  was  effected. 

In  the  first  place,  certain  trading  and  vocational  licences  were 
reserved  to  the  Union,  such  as  licences  to  carry  on  the  calling  of  a 
commercial  traveller  or  of  an  agent  representing  in  the  Union  any 
foreign  business  undertaking,  or  to  carry  on  business  as  a  joint  stock 
company,  banker,  banking  company,  insurance  company,  or  a 
building,  friendly,  and  provident  society,  or  to  import,  export, 
manufacture,  deal  in  or  be  in  possession  of  arms  and  ammunition,  or 
for  prospecting  and  mining  for  minerals. ^^ 

Secondly,  all  other  licences  in  respect  of  the  exercise  of  any 
trade,  business,  vocation  or  profession  were  transferred  to  the  Pro- 
vinces in  1913,  together  with  licences  for  dogs  outside  urban  areas, 
licences  to  catch  or  kill  game,  fish,  or  other  animals,  and  motor-car 
licences.  The  power  of  legislation  in  connection  with  these  licences 
was  likewise  transferred  to  the  Provinces.-* 

22  Act  30  of  1911,  sec.   16  (4).  ^'^  Ibid,  First  Schedule. 

23  Act  10  of  1913,  sec.   15. 
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Thirdly,  the  revenue  from  liquor  licences  was  assigned  to  the 
Provinces,  but  the  right  to  legislate  in  respect  thereof  was  retained 
by   the    Union    Parliament.-' 

Head  of  Revenue. 26  1913-14.       1915-16.       1916-17.       1917-18.       1919-20. 


£ 

£ 

£ 

£ 

£ 

A. — Union  Licences 

130,006 

109,111 

111,685 

108,586 

126,095 

B. — Provincial  Licences  : 

(o)  Liquor  Licences 

129,369 

129,246 

126,491 

130,592 

(6)  General  Licences   ... 

198,195 

185,471 

246,574 

191,813 

(c)  Dog,  Fish  and  Game 

Licences     ... 

45,852 

43,106 

62,088 

64,388 

652,675 

(d)  Motor-car      Licences 

17,451 

21,322 

27,329 

30,043 

(e)  Sundry  Licences    ... 

11,936 

4,434 

9,038 

— 

Total  £532,809      £492,690        583,205        535,422      £778,770 

The  following  table  will  serve  to  indicate  the  fiscal  significance  of 
licences  and  the  per  capita  revenue  from  licences. 

Heading. 

Total  Revenue  from  Licences 
Percentage  of  Total  Ordinary  Revenue.. 
Per  Capita  of  European  Population 
Per  Capita  of  Total  Population 


1913-14. 

1915-16. 

1917-18. 

£ 

£ 

£ 

532,809 

492,690 

525,422 

3 

2.8 

2.4 

8s.  Od. 

73.  2d. 

7s.   4d. 

Is.   8d. 

Is.   6d. 

Is.   6Jd. 

^  Ibid,  sec.   13.  26  Half-yearly  Abstract  of  Union  Sta- 

tistics,  June    1919,    p.    81    and   O.V.B. 
1919,   p.   834. 


CHAPTER  12. 

Native    Taxes.      Laxd    Tax.      Hofse    Tax.      Miscellaneous 
Provincial   Taxes. 

(1)  Native  Taxes. 

(a)  Hut  and  Poll  Taxes. — In  the  Transvaal  and  Orange  Free 
State  a  poll  tax  is  imposed,  whereas  in  Natal  and  the  Cape  of  Good 
Hope  a  hut  tax  has  been  adopted  in  respect  of  the  taxation  of  natives. 
In  the  Transvaal  an  annual  poll  tax  of  £2  is  levied  on  each  adult 
male  native,  with  a  further  tax  of  £2  on  every  native  with  more  than 
one  wife.  Native  farm  labourers  and  natives  in  municipal  locations 
are  allowed  a  reduction  of  £1  each  in  respect  of  their  tax  liability. 
In  the  Orange  Free  State  an  annual  poll  tax  of  £1  is  levied  on  each 
adult  coloured  person.  In  the  Cape  of  Good  Hope,  on  the  other 
hand,  a  hut  tax  is  levied  on  natives  at  the  rate  of  10s.  per  hut,  in 
Natal  at  14s.  per  hut,  and  in  a  small  area  of  the  Orange  Free  State 
at  £1  per  hut.^ 

The  collection  of  the  hut  tax  in  the  Cape  and  Natal  is 
undertaken  by  magistrates  and  superintendents  of  locations.  The 
poll  tax  in  the  Transvaal  is  collected  by  magistrates,  sub-native 
commissioners,  and  pass  officers,  and  in  the  Orange  Free  State  by 
non-commissioned  officers  of  the  police. - 

Taking  into  consideration  the  great  preponderance  of  the  native 
over  the  European  population,  the  revenue  derived  from  these 
native  taxes  by  the  Union  Treasury  constitutes  an  insignificant 
item.  The  poll  tax  is  in  its  nature  more  productive  than  a  hut  tax. 
The  Transvaal  poll  tax  alone  yields  slightly  more  than  one -half  of  the 
total  revenue  from  native  taxes  within  the  Union,  as  for  example, 
£417,445  out  of  £792,695  in  1914-15  and  £416,524  out  of  £819,890 
in  1916-17,  whereas  the  native  population  of  the  Transvaal  represents 
merely  30  per  cent,  of  the  total  native  population  of  the  Union. 
The  native  population  in  the  Cape  is  larger  than  that  in  the  Trans- 
vaal, whereas  the  native  revenue  yielded  by  the  Cape  hut  tax  is  gener- 
ally less  than  30  per  cent,  of  the  yield  of  the  Transvaal  poll  tax.  This 
is  due  partly  to  the  higher  rate  prevailing  in  the  Transvaal  and 
partly  to  the  fact  that  in  the  Transvaal  the  basis  of  such  taxation  is 

1  O.Y.B.    1918,  pp.   685-6.  2  Report  of  Commissioner  for  Inland 

Revenue  1916-17,  p.  14. 
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the  adult  male  native,  whereas  in  the  Cape  and  Natal  it  is  the  hut 
which  may  contain  several  adult  male  natives  or  which  may  be 
abandoned  as  the  usual  habitation  by  large  numbers  of  natives  as 
they  rise  in  the  scale  of  civilization.  If  the  Transvaal  poll  tax  is 
applied  to  the  other  provinces,  the  native  revenues  would  be  con- 
siderably enhanced. 

(6)  Native  Pass  Fees. — In  accordance  with  the  provisions  of 
the  Financial  Relations  Act  of  1913,  the  pass  fees  payable  by  the 
employers  of  natives  in  the  labour  districts  of  the  Transvaal  were 
assigned  to  that  province,  but  the  power  of  legislation  was  retained 
by  the  Union  Parliament.  These  fees  are  collected  under  the 
authority  of  the  Union  Parliament,  but  instead  of  being  paid  into 
the  Consolidated  Revenue  Fund  they  are  assigned  by  the  Union 
Treasury  to  the  provincial  revenue  fund  of  the  Transvaal. 

Native  pass  fees  are  also  collected  in  the  other  provinces,  and  these, 
together  with  certain  pass  fees  collected  in  the  Transvaal,  are  paid 
into  the  Consolidated  Revenue  Fund.  However,  the  great  bulk  of  the 
pass  fees  is  collected  from  the  employers  of  natives  in  the  labour  areas 
of  the  Transvaal  and  assigned  to  that  province,  the  Union  share  of 
pass  fees  constituting  an  item  of  comparative  insignificance.  Prior 
to  1913  all  native  pass  fees  were  paid  into  the  Union  Treasury, 
but  subsequent  to  that  year  the  distribution  between  the  Union  and 
the  Province  of  the  Transvaal  was  effected  in  accordance  with  the 
Financial  Relations   Act. 


Distribution    of 

Pass    Fees. 

Total    Native 

Assigned    to 

Financial  Year.^ 

Pass  Fees. 

Union. 

Transvaal 
Province. 

£ 

£ 

£ 

1912-13            

420,573 

420,573 

— 

1913-14           

385,114 

48,110 

337,004 

1915-16           

■393,141 

34,368 

358,773 

1916-17           

411,071 

48,346 

362,726 

1917-18           

388,372 

46,974 

341,398 

The  variations  in  the  revenue  are  mainly  dependent  on  the  num- 
ber of  natives  employed  in  any  particular  year  in  the  labour  and 
municipal  areas  in  the  Transvaal,  and  also  on  the  activity  of  the 
diamond  industry  in  the  Cape  and  the  Orange  Free  State. 

The  pass  fees  represent  on  an  average  about  25  per  cent,  of  the 
total  revenue  of  the  Province  of  the  Transvaal. 


'  Reports  of  Commissioner  for  Inland  Revenue     for 
pp.   14  and  9  respectively. 


1916-17     and     1917-18, 
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Heading.  1911-12.       1913-14.       1915-16.       1917-18.       1919-20. 

£  £  £  £  £ 

Revenue     from     Native 

Taxes 1,182,240     1,195.816     1,222,504     1,210,325     1,222.152 

Percentage       of       Gross 

Ordinary  Revenue     ..  6.8  6.8  6.9  5.7  4.1 

Per     Capita     of     Native 

Population        .  .  .  .  5s.   lOd.        5s.   8d.  5s.   6d.  5s.   3d.  5s.    Id. 

(2)  Land  Taxes. 

Land  taxes  are  imposed  only  in  the  Transvaal  and  the  Orange 
Free  State  and  in  three  districts  in  Natal — the  three  old  Trans- 
vaal districts  which  were  annexed  to  Natal. 

In  the  Transvaal  and  Orange  Free  State  a  direct  land  tax  on  all 
farms  within  those  provinces  is  levied.  The  rates  are  fixed  accord- 
ing to  the  extent,  and  no  accomit  is  taken  of  the  value.  The  rates 
in  force  in  the  Transvaal  are  as  follows  :* 

Quitrent  tenure — Is.  6d.  per  100  morgen^  or  portion  thereof  in 
the  case  of  surveyed  farms,  and  in  respect  of  unsurveyed 
farms  30s.  for  a  whole  farm  or  portion  more  than  half,  and 
15s.  for  a  half  portion  or  less. 

Freehold  tenure— 10s.  for  a  whole  farm  not  exceeding  3,750 
morgen,  with  an  additional  2s.  6d.  per  100  morgen  for  any 
extent  in  excess  of  3,750  morgen,  and  5s.  for  a  half  farm  which 
is  not  more  than  1.875  morgen,  or  for  any  portion  less  than 
half. 

If  the  registered  owner  is  domiciled  outside  the  Transvaal,  the 
land  tax  in  respect  of  quitrent  farms  is  doubled. 

The  trouble  and  expense  of  collecting  this  land  tax  are  out  of  all 
proportion  to  the  amount  collected.  A  large  amount  of  arrear 
taxes  exists,  due  in  many  instances  to  the  land  being  derehct  and 
the  whereabouts  of  the  owners  being  unknown.  The  Commissioner 
for  Inland  Revenue  has  been  disinclined  to  take  proceedings  for  the 
sale  of  the  land  as  the  tax  outstanding  in  each  case  is  generally 
under  £10.*^ 

In  the  Orange  Free  State  the  rate  is  2s.  per  100  morgen  or  portion 
thereof,  the  area  of  unsurveyed  farms  being  estimated  according 
to  the  report  of  the  Land  Commission.  An  additional  amount  of  £5 
per  annum  is  payable  on  each  farm  belonging  to  persons  resident  out- 
side the  province  and  not  occupied.     This  tax  is  payable  on  the 

'i  Ibid,  pp.   15-16.  6  Report  for  1916-17,  p.   15. 

5  A  morgen  is  the  equivalent  of  ap- 
proximately  2    1/9  acres. 
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31st  December  of  each  year,  and  if  not  paid  by  the  31st  March 
following,  a  fine  equal  to  the  amount  in  arrear  is  imposed.  This 
provision  greatly  facilitates  collection  and  consequently  there 
are  very  few  arrear  taxes.' 

In  three  districts  of  Natal  the  following  land  tax  is  in  force  : 
Quitrent  farms — annual  quitrent  of  Is.  6d.  for  every  100  morgen 

or  portion  thereof. 
Freehold  farms — annual  quitrent  of  3  l/5d.  for  every  100  morgen 
or  portion  thereof. 


Heading. 

1912-13. 

1913-14. 

1914-15. 

1915-16. 

1916-1 

£ 

£ 

£ 

£ 

£ 

Revenue       from        Land 

Taxes    . . 

40,856 

38,385 

34,806 

40,881 

40,  li 

Percentage  of  Gross  Ord- 

inary Revenue 

.23 

.22 

.22 

.23 

.20 

Per   Capita   of   European 

Population 

7d. 

G.9d. 

6. 2d. 

7d. 

6.9d 

Per  Capita  of  Total  Popu- 

lation   .  . 

1.6d. 

1.5d. 

1.3d. 

l.od. 

1.4d 

These  land  taxes  were  inherited  from  the  pre-Union  period  and 
yield  a  negligible  revenue  on  account  of  the  exceedingly  low  rates. 
Attempts  have  been  made  by  the  urban  representatives  in  the  Union 
Parliament  to  introduce  a  national  land  tax  that  will  yield  suffi- 
cient revenue  to  secure  relief  in  respect  of  taxation  for  urban  interests, 
but  so  far  the  numerical  strength  of  the  rural  representatives  in 
Parliament  has  been  able  to  prevent  it. 

(3)  House  Tax. 

The  house  tax  prevailed  only  in  the  Transvaal  where  it  was  intro- 
duced by  the  Provincial  Council  in  1917.  It  was  a  tax  on  the  occu- 
piers of  all  dwelling-houses  within  the  province.  The  rates  as 
prescribed  in  the  initial  House  Tax  Ordinance  were  as  follows  : 

(a)  in  respect  of  dwelling-houses  containing  four  rooms  and  not 
more  than  twelve  rooms,  the  rate  was  5s.  for  each  room  ; 

(6)  in  respect  of  dwelling-houses  containing  more  than  twelve 
rooms,  5s.  for  each  room  up  to  twelve  and  in  addition  2s.  Cd. 
for  each  room  in  excess  of  twelve  rooms.^ 

In  1918  an  alteration  was  made  in  respect  of  the  rates,  a  flat  rate 

of  5s."  for  each  room  irrespective  of  the  number  being  instituted. 

In    cases    where    a    dwelling-house    was    occupied    in    separate 


T  Ibid,  p.    16.  9  Transvaal    Ordinance    16    of    1918, 

8  Transvaal    Ordinance    19    of    1917,       Schedule, 
sec.  3. 
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parts  as  lodgings,  flats,  or  tenements,  the  person  granting  the  right 
of  occupation  thereof  was  deemed  to  be  the  occupier  of  every  room 
in  such  dwelHng-house.'" 

Exemptions  were  provided  for  in  favour  of  the  following  dwelling 
houses  : 

(a)  dwelling-houses  unoccupied  during  the  whole  period  of   12 

months  for  which  the  tax  is  payable  ; 
(6)  dwelling-houses  occupied  as  hospitals  and  aided  by  the  State, 
charitable  institutions,  and  school  boarding-houses  ; 

(c)  dwelling-houses  not  of  European  construction  and  occupied 

exclusively  by  natives  ; 

(d)  dwelling-houses    occupied    by   widows   or   single  women  not 

liable  to  the  Union  normal  income  tax.'^ 
The  revenue  derived  from  the  house  tax  in  the  Transvaal,  during 
the  first  year  of  its  operation,  namely  1917-18,  amounted  to  £73,102,^- 
or  4.8  per  cent  of  the  total  revenue  of  the  Transvaal  Provincial 
Administration  {i.e.  including  the  subsidy  from  the  UnioiT  Govern- 
ment).    It  was  repealed  in    1920. 

(4)  Miscellaneous    Provincial    Taxes. 

(a)  Wheel  Tax. — The  wheel  tax  was  adopted  by  the  Transvaal  and 
the  Orange  Free  State  in  1916,  and  by  Natal  in  1918.  In  the  Trans- 
vaal the  rates  are  as  follows  : 

On  any  vehicle,  not  being  a  bicycle  or  tricycle,  7s.  6d.  per  wheel  ; 

On  any  bicycle  or  tricycle,   2s.   6d.^^ 

In  the  Orange  Free  State  the  rate  is  2s.  6d.  per  wheel  in  the  case  of 
any  vehicle,  not  being  a  bicycle,  and  9d.  per  wheel  in  the  case  of  a 
bicycle,'^  the  rates  having  been  reduced  from  5s.  and  Is.  6d.  respec- 
tively in  1917.  In  that  year  also  it  was  enacted  that  the  proceeds  of 
the  wheel  tax  lesned  and  collected  in  any  Magisterial  District  are  to  be 
allocated  to  the  road  districts  within  that  magisterial  district  and 
expended  solely  for  the  construction,  maintenance  and  repair  of 
roads. 

In  Natal  the  rates  of  the  wheel  tax  are  : 

10s.  per  wheel  in  respect  of  motor  cars,  motor  lorries  and  traction 
engines  not  exceeding  1,500  lb.  ; 

15s.  per  wheel  in  respect  of  such  vehicles  when  exceeding  1,500 
lbs.  but  not  exceeding  2,000  lb.  ; 

^^  Ibid,  sec.   5.  1 5  Transvaal    Ordinance    11    of    1916, 

11  Transvaal    Ordinance    16    of    1918,       sec.  .3. 

Schedule.  .  i4  O.F.S.  Ordinance  11  of  1917,  sec.  2. 

12  Half-yearly  Abstract  of  Union  Sta- 
tistics, June  1919,  p.  81. 
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20s.  per  wheel  in  excess  of  2,000  lb.  ; 

2s.  6d.  per  wheel  in  respect  of  every  other  vehicle.^® 

In  1916-17  the  revenue  derived  from  the  wheel  tax  in  the  Transvaal 
and  the  Orange  Free  State  amounted  to  £99,799,  and  in  1917-18 
to  £20,508  "=  due  mainly  to  the  fact  that  under  the  O.F.S.  Wheel  Tax 
Ordinance  of  1917  the  receipts  from  the  wheel  tax  in  that  province 
were  to  be  allocated  to  the  road  districts  for  road  expenditures. 
In  1921-22  the  revenue  from  this  source  was  £48,081. 

(6)  Totalimtor  Tax. — In  accordance  with  the  Financial  Rela- 
tions Act  of  1913,  the  tax  payable  under  the  Transvaal  law  upon 
the  takings  of  any  instrument,  machine  or  contrivance  used  in  con- 
nection with  betting  or  races  (commonly  known  as  a  totalisator) 
^y  the  licensee  thereof,  was  transferred  to  the  provincial  administra- 
tion •  of    the    Transvaal.^' 

In  1914  the  Cape  Provincial  Council  introduced  a  similar  tax  at  the 
rate  of  40 -per  cent,  of  the  amount  of  the  totalisator  commission 
deducted  by  the  licence  holder,  such  commission  not  to  exceed  10 
per  cent,  of  the  gross  takings  of  each  licensed  totalisator.^^  In 
1918  the  Natal  Provincial  Council  likewise  passed  an  ordinance 
providing  for  a  tax  on  totalisators.  Under  this  ordinance  every  club 
or  person  conducting  a  totalisator  is  to  pay  a  tax  of  4  per  cent,  on  the 
total  amount  paid  in  to  the  totalisator  in  connection  with  any  race 
meeting,  provided  that  where  such  amount  does  not  exceed  £1,000, 
the  tax  payable  is  to  be  equal  to  2|  per  cent,  on  the  total  amount 
paid  in.^^ 

The  revenue  derived  from  the  totalisator  tax  by  the  provinces 
during  the  period  from  1913-14  to  1919-20  was  as  follows  : 


Revenue  from  Totalisator 

Fiscal  Year. 

Tax.2u 

£ 

1913-14 

31,568 

1915-16 

32,694 

1917-18 

60,109 

1919-20 

159,230 

1921-22 

112,986 

(c)  Entertainment  Tax. — Prior  to  1917  the  only  entertainment  tax 
in  force  in  South  Africa  was  a  tax  on  the  buildings  or  open  spaces 
used  for  the  f>urpose  of  entertainment,  in  the  Cape  Province.    This 

15  Natal  Ordinance  13  of  1918,  sec.  2,  isCape  Ordinance  8  of  1914,  sec.  8  (4). 

16  Half-yearly  Abstract  of  Union  Sta-  19  Natal  Ordinance  12  of  1918, 
tistics,  June   1919,  p.   81.  sec.  33  (1). 

17  Act  10    of  1913,  sec.  15  &  Schedule.  "     zo  O.Y.B.   1920. 
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tax  was  of  the  nature  of  a  licence  and  yielded  a  small  revenue  of 
about  £3,000  per  annum. 

In  1917  the  O.F.S.  and  Natal  Provincial  Councils  imposed  a  tax 
upon  payments  for  admission  to  entertainments.  In  the  Orange 
Free  State  the  rates  are  as  follows  :-^ 


Where  the  payment  does  not  exceec 

Is. 

Id. 

,,                    exceeds    Is.  Od. 

but  does  not  exceed 

2s. 

Od. 

2d. 

2s.  Od. 

3s. 

Od.      •   . 

3d. 

3s.  d. 

4s. 

Od. 

4d. 

4s.  Od. 

5s. 

Od. 

6d. 

5s.  Od. 

7s. 

6d. 

9d. 

7s.  6d. 

12s. 

6d. 

.      Is. 

Od. 

„       12s.  6d. 

.      Is. 

for 

the  first  12s.  6d.  ;  and  Is.  for  every  10s.  or  part  thereof 
over  12s.  6d.  * 

In  Natal  the  rates  of  the  entertainment  tax  are  slightly  different  : 

Id. 
2d. 
3d. 
6d. 
9d. 
..  Is.  Od. 
Is.   for 


Where  the  payment  does  not  exceed  6d. 

exceeds  6d.  but  does  not  exceed  Is.  6d. 

Is.  6d.  „  „  3s.  Od. 

3s.  Od.  „  „  5s.  Od. 

5s.  Od.  „  „  7s.  6d. 

7s.  6d.  „  „  lOs.  Od. 

lOs.  Od 

every  succeeding  lOs.  or  part  thereof. ^'^ 

In  1918  the  Cape  Provincial  Council  followed  the  example  of 
the  two  abovementioned  Provincial  Councils  and  introduced  an 
entertainment  tax,  which  was  identical  with  the  Natal  tax  in  all 
respects.-^ 

The  revenue  from  the  provincial  entertainment  tax  was  very 
small  until  1917-18,  the  first  financial  year  in  which  the  tax  upon 
payments  for  admission  to  entertainments  came  into  force  in  Natal 
and  the  Orange  Free  State. 

Revenue  from  Entertainment 
Fiscal  Year.  Tax. 

£ 
1913-14 2,535 


1915-16 
1917-18 
1918-19 
1919-20 
1921-22 


2,632 

9,372 

56,907 

79,706 

99,487 


(d)  Bachelor   Tax. — In    1917   the   Transvaal   Provincial   Council 
imposed  a  poll  tax  of  £1  on  every  adult  bachelor  (other  than  a 


21  O.F.S.  Ordinance  6  of  1917,  sec.  2. 

22  Natal  Ordinance  11  of  1917,  sec   1. 


25  Cape  Ordinance  5  of  1918. 
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native)  over  the  age  of  21  years  and  ordinarily  resident  in  that 
province.-*  In  1918  an  amendment  was  made  in  respect  of  bachelors 
over  the  age  of  25  years,  who  were  rendered  liable  to  a  tax  of  £2  per 
annum.-' 

Exemptions  were  provided  for  in  favour  of  the  following 
bachelors  :-^' 

(1)  bachelors  liable  to  the  provincial  house  tax  ; 

(2)  bachelors  who  as  students  attend  any  recognised  educational 
institution  ; 

(3)  bachelors  and  widowers  over  70  years  of  age  ; 

(4)  Natives. 

The  revenue  derived  from  the  bachelor  tax  in  the  province  of 
Transvaal,  during  the  first  year  of  operation,  namely  1917-18, 
amounted  to  £19,024,-'  or  1,2  per  cent,  of  the  total  revenue  of  that 
province.  The  bachelor  tax  was  repealed  in  1920  and  the  poll  tax 
introduced  in  1921. 

(e)  Bookmaker  Tax. — In  1917  a  bookmaker  tax  was  instituted  in 
the  province  of  the  Transvaal.  It  is  a  tax  payable  by  every  book- 
maker at  the  rate  of  2|  per  cent,  on  the  gross  amount  of  any  money, 
security,  or  valuable  thing  paid  or  given  by  such  bookmaker  in 
fulfilment  of  any  bet  made  by  him  with  any  person.-^ 

In  1920  a  similar  tax  was  imposed  in  the  Cape  Province,  at  the  rate 
of  2|  per  cent,  on  the  net  winnings  of  every  bookmaker  upon  each 
horse  race  run  on  a  race  day.-" 

The  revenue  from  the  bookmaker  tax  in  the  Transvaal  in  1917-18, 
its  first  year,  was  £13,243,-'  and  in  1921-22,  £74,844  altogether. 

(/)  Adm'ssion  to  Racecourse  Tax. — The  year  1917  also  witnessed 
the  imposition  in  the  Transvaal  of  a  tax  of  20  per  cent,  on  all  pay- 
ments made  by  persons  in  respect  of  admission  to  a  racecourse  on  a 
day  on  which  a  race  meeting  was  being  held.  The  revenue  from  this 
tax  in  1917-18  was  £3,462,-'  and  in  1921-22,  £13,334. 

{g)  Auction  Tax. — This  tax  prevailed  only  in  the  Orange  Free 
State,  and  in  accordance  with  the  provisions  of  the  Financial 
Relations  Act  of  1913  it  was  transferred  to  that  province.  The 
revenue  from  the  auction  tax  constitutes  an  item  of  comparative 

Z''  Transvaal  Ordinance    19    of    1917,           27  Half-yearly  Abstract  of  Union  Sta" 

sec.    10.  tistics,  June  1919,  p.  81. 

25  Transvaal  Ordinance    16    of    1918,           ^e  Transvaal    Ordinance    16    of    1917, 

Schedule.  sec.  6. 

■i-^Ibid.  29  Cane  Ordinance  19  of  1920,  sec.  5. 
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significance  in  the  budget  of  the  Orange  Free  State.     (It  has  also 
been  introduced  in  Natal  recently.) 

Heading.  1913-14.  1915-16.  1916-17.  1917-18. 
.  £  £  £                   £ 
Revenue  from  Auction  Tax  .  .          ..  17,892  10,731  15,914  26,047 
Percentage       of       Total     Ordinary 
Revenue   of   O.F.S.   Province   (in- 
cluding Union  Subsidy)    ..          ..  3.5  2.3  2.9                4.1 

(h)  Tax  upon  Immovable  Property.— In  1918  the  Cape  Provincial 
Council  imposed  a  tax  on  all  immovable  property,  at  the  rate  of 
three -eighths  of  a  penny  for  every  £1  of  the  amount  of  the  taxable 
value  of  the  property.  The  tax  is  to  be  levied  upon  the  valuation 
of  the  property  as  shown  in  the  Provincial  Valuation  Roll.^°  This 
tax  yielded  £158,206  in  1918-19  and  £196,587  in  1919-20,  declining 
to  £149,030  in  1921-22. 

(i)  Tax  on  Companies. — In  1920  an  ordinance  was  passed  in  the 
Cape  Province,  providing  for  a  tax  on  companies  registered  or  carry- 
ing on  business  in  the  province,  at  the  rate  of  Is.  for  every  £100  of 
market  value  of  paid-up  share  capital.  In  cases,  however,  where  the 
market  value  is  not  ascertainable,  the  nominal  value  of  the  paid-up 
capital  is  to  be  the  basis  of  assessments.^^  In  1921-22  it  yielded 
£18,085  in  revenue. 

(j)  Tax  on  Crayfish  Canning  Companies. — In  1920  provision  was 
also  made,  in  the  Cape  Province,  for  a  tax  on  companies  carrying  on 
the  business  of  canning  crayfish  within  the  province,  at  the  rate  of 
3  per  cent,  on  the  gross  amount  received  by  any  such  company 
from  the  sale  of  any  tinned  or  canned  crayfish  after  deduction  of 
20  per  cent  to  cover  freight,  insurance,  exchange,  broker's  com- 
mission and  minor  sundry  charges.^- 

(k)  Tax  on  Increment  in  Land  Values. — In  1919  the  Transvaal 
Provincial  Council  authorised  the  imposition  of  an  "  increment 
value  duty  "  in  respect  of  the  profit  realised  on  the  sale,  cession, 
exchange,  or  any  other  disposal  of  fixed  property.  Where  the  ratio 
of  profit  to  aggregate  cost  exceeds  5  per  cent,  but  does  not  exceed  10 
per  cent.,  the  rate  of  duty  is  5  per  cent.,  which  increases  by  one 
per  cent,  for  every  5  per  cent,  increase  in  the  profit  up  to  and 
including  50  per  cent,  increase  in  the  profit,  and  thereafter  the 
rate  of  duty  increases  by  1  per  cent,  for  every  10  per  cent,  increase 
in  the  profit  up  to  a  maximum  duty  of  25  per  cent.'^ 

JO  Cape  Ordinance  6  of  1918,  sees  1  &  4.  J*  Transvaal    Ordinance    5    of    1919, 

SI  Cape  Ordinance  17  of  1920,  sec.  3.       sec.  2. 
32  Cape  Ordinance  18  of  1920,  sec.  2 
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The  amount  of  duty  is  subject  to  an  abatement  of  2|  per  cent, 
in  respect  of  each  completed  year  from  the  date  of  acquisition.^' 

Exemptions  have  been  provided  for  in  favour  of  the  following 
cases  : 

(1)  every  disposal  of  fixed  property  by  a  person  who  became 

entitled  thereto  by  way  of  legacy  or  inheritance  ; 

(2)  every  disposal  of  fixed  property  by  an  ecclesiastical,  charitable 

or  educational  institution  of  a  public  character.  ^^ 

Taxes  have  also  been  imposed  on  Tattersalls  in  the  Transvaal,  on 
betting  in  the  Cape  and  Natal,  and  on  professions  in  the  Cape. 
The  education  tax  was  introduced  in  the  O.F.S.  in  1921,  and  the 
employers'  tax  in  the  Transvaal  in  1922. 

From  the  foregoing  survey  of  provincial  taxes  proper,  i.e.  taxes 
actually  levied    by  the  Provinces  in  contrast  to  those  levied  by 
the    Union    Government   but   the   proceeds   of  which  are  handed 
over    to    the    Provinces,    it  will   be  observed  that  the  Provinces 
have   taken   recourse    to   a  great  variety  of  small  taxes  in  their 
search  for  additional  revenue  to  cope  with  the  rapid  increase  in 
their  expenditures,  especially  those  on  education  and  hospitals,  the 
former  having  risen  from  £1,640,708  in  1911-12  to  £4,563,291  in 
1919-20  and  the  latter  from  £234,180  to  £507,274.     The   Union 
subsidies  (with  the  exception  of  the  special  subsidies)  are  limited 
to  one -half  of  the  normal  or  recurrent  expenditure  of  the  respective 
Provinces,  provided  that,  if  the  normal  expenditui'e  for  any  year 
exceeds  that  of  the  previous  year  by  more  than  15  per  cent,  in  the 
case  of  primary  and  secondary  education  and  5  per  cent,  in  respect  of 
any  other  matter,  that  Province  is  entitled  to  one -third  only  of  that 
excess  ;  so  that  the  Provinces  have  to  provide  for  a  portion  of  the 
increase  in  their  expenditures  by  new  taxation  or  by  a  rise  in  the  rates 
of  existing  taxes.      In  1915-16  provincial  taxation  provided  merely 
£300,885  out  of  a  total  revenue  of  £3,204,194,  the  Union  subsidies 
amounting  to  £2,069,628  and  the  remainder  being  accounted  for 
by  the  so-called  assigned  revenues,  i.e.  revenues  assigned  to  the 
Provinces  by  the  Union  Government  such  as  transfer  duties,  liquor 
licences  and  native  pass  fees,  and  by  miscellaneous  receipts  and 
fees.     In  1919-20,  however,  provincial  taxation  yielded  £1,614,719 
out  of  a  total  revenue  of  £7,058,715  or  23  per  cent.,  as  compared 
with  9|  per  cent,  in  1915-16. 

S4  Ibid,  sec.  3.  "  ibid,  sec.   16. 
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Provincial  taxation  has  been  considerably  extended  in  recent 
years,  although  the  extension  has  been  more  in  the  form  of  a  multi- 
plication of  a  series  of  insignificant  taxes  than  in  the  development  and 
exploitation  of  existing  taxes.  The  Cape  of  Good  Hope  and  Trans- 
vaal, especially,  have  been  very  active  in  this  respect.  The  system  of 
taxation  in  the  Provinces,  considered  in  conjunction  with  Union 
and  local  taxation,  needs  to  be  revised  and  consoHdated. 


PART   IIL 


PUBLIC    DEBT. 

Public  Debt  of  Colonies. 

At  the  establishment  of  the  Union  in  1910,  the  public  debt 
of  the  four  constituent  Colonies  amounted  to  £116,036,978,  of  which 
£52,566,034  was  allocated  to  the  Cape  of  Good  Hope,  £32,317,592 
to  the  Transvaal,  £22,220,943  to  Natal,  and  £8,932,409  to  the  Orange 
Free  State. ^  The  greater  part  of  this  debt  was  classed  as  repro- 
ductive, namely,  £80,000,000  or  about  69  per  cent,  of  the  total,  and 
of  this  about  £75,000,000  was  assigned  to  railways  and  harbours. 

In  accordance  with  the  provisions  of  the  South  Africa  Act,  the 
Union  Government  assumed  all  the  debts  and  liabilities  of  the 
Colonies  included  in  the  Union  ;  and  in  return  all  stocks,  cash, 
bankers'  balances,  securities,  crown  lands,  public  works,  movable 
and  immovable  property,  rights  in  mines  and  minerals,  and  all 
rights  in  connection  with  the  "  searching  for,  working  for,  or  dis- 
posing of  minerals  or  precious  stones,"  which  were  vested  in  the 
Governments  of  the  Colonies,  were  assigned  to  the  Union  Govern- 
ment. The  annual  interest  of  the  public  debts  of  the  Colonies  and 
any  sinking  funds  constituted  by  law  at  the  consummation  of  the 
Union  were  to  form  a  first  charge  on  the  revenues  of  the  Union.' 

The  following  table  indicates  the  nature  of  the  capital  expenditure 
and  indebtedness  of  the  Colonies  on  May  31,  1910. 

Public  Debt  of  Colonies  at  the  time  of  Union. 
Item  of  Expenditure. 


Railwaj^s 

Harbours 

War  and  Defence     .  . 

Repatriation 

Deficiency  in  Revenue 

Lands,  Agriculture  and  Irrigation 

Public  Works  and  Buildings 

New  Territory  and  Liability  of  Territory  Annexed 

Miscellaneous 


Total  Expenditure 


Total  Expenditure 
Unexpended  Balances 


Total  Public  Debt 


lO.Y.B.   1918,  p.  711. 


2  S.A.  Act,  sees 


Amount. 

£ 

64,006,479 

10,074,422 

10,538,647 

6,584,514 

4,470,491 

4,462,665 

3,926,059 

3,496,568 

5,448,896 

£113,008,741 

113,008,741 
3,028,237 

.  £116,036,978 


119-124. 


M 


170  PUBLIC  DEBT. 

Public  Debt  of  Union. 

The  gross  debt  of  the  Union  was  increased  by  about  50  per  cent, 
during  the  decade  from  1910  to  1920,  from  £116,036,978  to 
£173,905,000.  From  the  date  of  Union  to  March  31,  1920,  the 
expenditures  from  loan  funds  amounted  to  £73,079,601,  but  in  view 
of  the  so-called  loan  revenues,  i.e.  receipts  payable  into  the  Loan 
Account  such  as  recoveries  of  advances  to  irrigation  boards  or 
settlers  and  the  proceeds  from  the  gold  mine  leases,  or  from  the 
sale  of  war  material  or  of  Crown  lands,  and  the  occasional  application 
of  moneys  out  of  the  Sinking  Fund  toward  the  redemption  of 
maturing  bonds,  the  debt  was  enhanced  by   merely    £57,402,372'. 

The  great  bulk  of  the  expenditure  from  loan  funds  dm-ing  the 
decade  under  review  was  incurred  in  connection  with  the  war  and  the 
railways  and  harbours,  as  indicated  in  the  following  table. 

Expenditure  from  Loan  Fl  nds  from  1910  to  1920. 

Head  of  Expenditure.  Amount. 

£ 

31,374,722 

20,854,572 

3,294,042 

Loans  to  Provincial  Administrations,  Local  Authorities.  Colleges,  ett-.  4,414,651 


War     .  . 

Railways  and  Harbours 

Public  Works  and  Buildings 


Loans  to  Land  Bank 

Land  Settlement 

Irrigation 

Telegraphs  and  Telephones 

Miscellaneous 


2.913,438 
2,583,568 
2,871,801 
2,195,772 
2,577,033 


Total  £73,079,601 

The  war  expenditures  represent  about  43  per  cent,  of  the  total 
outlays  from  loan  funds  and,  together  with  the  other  items  of  un- 
productive expenditure  such  as  those  public  works  and  buildings 
that  are  not  used  for  commercial  purposes,  the  deficit  of  £2,012,465 
for  the  financial  year  1914-15  which  is  included  under  miscellaneous 
expenditure,  etc.,  constitute  about  one-half  of  the  total  expenditure  ; 
so  that,  with  a  fair  degree  of  accuracy,  one-half  of  the  gross 
expenditure  from  loan  funds  during  the  first  decade  of  the 
Union  may  be  classified  as  reproductive,  and  the  other 
half  as  unproductive.  The  unproductive  exj^enditure,  how- 
ever, is  considerably  diminished  by  deducting  therefrom  the  pro- 
ceeds from  the  sale  of  war  material  (amounting  to  several  million 
pounds)  and  the  revenues  which  were  assigned  to  the  Loan  Account 

3  Quarterly  Abstract  of  Union  Statistics,  Oct.  1920,  p.  78. 
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to  meet  war  expenditure,  such  as  the  proceeds  from  the  gold  mine 
leases,  the  sale  of  Crown  lands,  and  the  excess  profits  tax  (in  the 
years  1917-18  and  1918-19). 

No  accurate  computation  can  be  made  as  to  the  proportion  of  the 
public  debt  which  may  be  classified  as  reproductive.  An  examination 
of  the  main  heads  of  expenditure  from  loan  funds  does  render  it 
possible  to  secure  approximate  figures,  but  the  financial  system  in 
vogue  does  not  permit  of  statistical  precision.  The  statements  of  the 
public  debt  of  the  Union  show  only  expenditures  from  loans  which 
are  still  in  existence  at  the  time,  and  do  not  account  for  such  expendi- 
tures as  have  been  paid  out  of  the  loan  revenues  or  made  from  loans 
which  have  been  redeemed.  For  example,  during  the  decade  from 
1910  to  1920  the  expenditure  .from  loan  funds  amounted  to 
£73,079,001,  whereas  the  debt  was  increased  merely  by  £57,402,372, 
leaving  a  difference  of  £15,677,229  or  more  than  one-fifth  of  the 
total  expenditure. 

Some  items  of  the  public  debt  are  clearly  reproductive,  such 
as  the  capital  invested  in  the  railwaj's,  harbours,  telegrajjhs,  tele- 
phones, and  land  bank,  and  the  loans  made  to  local  authorities, 
irrigation  boards,  and  settlers  on  Crown  land.  Others,  again,  are 
essentially  unj^roductive,  the  most  important  being  expenditure  on 
war  and  on  those  public  works  and  buildings  that  do  not  yield 
revenue.  Finally,  there  are  items  w4iich  appear  to  be  reproductive 
at  first  sight  but  which  prove  to  be  partially  miproductive.  Loans  to 
the  Provinces  and  to  educational  and  industrial  institutions  can 
be  classed  as  reproductive  only  to  the  extent  to  which  the  interest 
charges  do  not  fall  upon  the  Union  taxpayer.  Thus,  loans  to  the 
Provinces  are  reproductive  merely  to  the  extent  of  one-half  of  their 
amount,  since  half  the  interest  and  redemption  charges  are  met  by 
the  Union  taxpayer  through  the  annual  subsidies  paid  by  the  Union 
Government. 

The  only  practical  method  of  arriving  at  any  clear  distinction 
between  the  productive  and  non-productive  debt  is  to  examine  the 
incidence  of  interest  charges  and  the  proportion  of  interest  which  is 
earned  by  the  various  objects  of  capital  outlav,  and  the  proportion 
which  has  to  be  met  from  taxation.  By  applying  the  proportions 
so  ascertained  to  the  public  debt  it  is  possible  to  determine  how  much 
of  the  debt  may  be  regarded  as  paying  for  itself  and  how  much 
falls  as  a  dead  weight  on  the  revenue  of  the  Union. 

In  ascertaining  the  interest  charge  on  the  unproductive  debt, 
various  factors  liave  to  be  taken  into  consideration.  In  the  first 
place,  a  fair  proportion  of  the  caj)ital  expenditure  in  respect  of  rail- 
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ways  and  harbours  has  been  paid  out  of  revenue,  either  directly  or 
indirectly  by  means  of  contributions  towards  the  redemption  of  the 
loans  from  which  the  expenditure  was  made.  Thus,  on  the  31st 
March,  1920,  the  interest  bearing  capital  of  the  railways  and  harbours 
comprised  £92,125,471  on  the  public  debt  account  and  £13,138,263 
attributable  to  general  revenue.  Interest  is  paid  by  the  Railway  and 
Harbour  Administration  to  the  Consolidated  Revenue  Fund  on 
the  combined  amounts  ;  so  that  a  corresponding  deduction  will 
have  to  be  made  from  this  interest  in  order  to  arrive  at  the  amount  of 
the  interest  on  the  public  debt  which  is  earned  by  the  railways  and 
harbours. 

Secondly,  with  regard  to  the  post  office,  including  the  telegraphs 
and  telephones,  no  direct  provision  is  made  for  the  payment  of 
interest  on  the  capital  investment  ;  and  furthermore  the  capital 
investment  does  not  permit  of  accurate  computation,  as  the  capital 
expenditure  in  respect  of  the  post  office,  and  to  a  certain  extent  in 
respect  of  telegraphs  and  telephones,  is  included  under  the  head  of 
"  public  works  and  buildings,"  in  which  case  a  considerable  propor- 
tion of  the  expenditure  is  defrayed  from  revenue,  The  gross 
receipts  are  paid  into  the  Consolidated  Revenue  Fund  and  the 
operating  expenditure  paid  out  of  that  fund.  However,  there  is 
almost  invariably  a  small  surplus,  and  for  the  purpose  under  consi- 
deration this  surplus  may  be  regarded  as  interest. 

The  proportion  of  interest  on  the  public  debt  which  is  defrayed 
by  taxation  is  comparatively  small,  generally  less  than  one-third  of 
the  total  interest  charge,  the  greater  part  of  the  gross  interest  being 
earned  by  the  various  objects  of  capital  outlay.  The  following 
table  demonstrates  that  the  taxpayers  of  the  Union  are  not  sub- 
jected to  an  overburdening  interest  charge,  as  is  commonly  held. 

Heading.  1911-12.       1913-14.       1915-16.       1917-18.        1919-20. 

£  £  £  £  £ 

Interest  on  Gross  Debt  .  .     3,982,539     4,233,598     4,873,050     5,813,866     6,385,698 
Interest  on  Railways  and 
Harbours   Loan  Capital, 
on    Government    Loans, 
'    etc.,     and     Post     Office 

Surplus  .  .  .  .     2,800,000    3,050,000     3,300,000     3,700,000     3,900,000 


Interest  charged  to  unpro- 
ductive debt      ..  ..      1,182,539     1,183,598     1,573,050     2,113,866     2,485,698 


The  great  increase  in  the  interest  on  the  unproductive  debt  was 
occasioned  by  the  debt  incurred  in  connection  with  the  war. 
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The  foregoing  table  shows  that  out  of  a  nominal  interest  charge  of 
£5,813,860  in  1917-18  the  taxpayers  were  required  to  contribute 
merely  £2,113,866  or  36.3  per  cent.  This  amount  of  interest  payable 
out  of  revenue  from  taxation  constituted  11.2  per  cent,  of  the  gross 
ordinary  expenditure  of  the  Union  Government.  Taking  into  con- 
sideration that  at  the  time  an  expenditure  of  £26,000,000  had  been 
incurred  in  respect  of  war  operations,  involving  interest  to  the 
amount  of  slightly  more  than  £1,000,000,  the  conclusion  may 
justifiably  be  drawn  that  the  Union  is  in  a  very  favourable  position  as 
regards  the  incidence  of  its  interest  charges. 

Applying  to  the  total  debt  of  the  Union  on  March  31,  1920,  namely 
£173,905,000,  the  proportions  between  the  interest  earned  by  the 
commercial  undertakings  of  the  Government  and  that  charged  to  the 
unproductive  debt  for  1919-20,  £3,900,000  and  £2,485,698  respec- 
tively, the  following  amounts  are  determined  : 

Productive  and  Unproductive  Debt,  31st  March,  1920. 
Heading.  Proportion.  Amount. 

%  £ 

Productive  Debt  61  106,082,000 

Unproductive  Debt 39  67,823,000 


Total  Debt  .  .  .  .  100  173,905,000 


Thus,  taking  the  incidence  of  the  interest  charge  as  the  only  practi- 
cal basis  for  computation,  it  is  found  that  in  the  beginning  of  1920, 
the  public  debt  of  the  Union  of  South  Africa  consisted  of  a  reproduc- 
tive debt  of  £106,082,000  and  an  unproductive  debt  of  £67,823,000, 
or  61  and  39  per  cent,  respectively  of  the  total  debt.  Prior  to  the  War 
the  proportion  of  reproductive  debt  was  larger,  as  the  War  had 
occasioned  a  more  than  proportionate  increase  in  the  unproductive 
debt.  For  example,  in  1911-12  the  reproductive  debt  represented  70 
per  cent  of  the  total  debt. 

Management  of  Public  Debt. — The  management  of  the  public  debt 
is  vested  in  a  board  of  Public  Debt  Commissioners,  composed  of  the 
Minister  of  Finance  as  ex  officio  chairman,  a  member  of  the  Railway 
Board,  and  one  other  member  appointed  by  the  Governor-General.^ 
The  powers  and  functions  of  these  Commissioners  are  circumscribed 
in  the  Public  Debt  Commissioners  Act  of  1911. 

Sinking  fund  contributions  prescribed  under  any  law  enacted  by 
the  legislature  of  any  Colony  included  in  the  Union  are  to  be  paid  to 
the  Commissioners  and  applied  by  them  in  accordance  with  the  pro- 

*  Act   18  of  1911,  sec.  2. 
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visions  of  such  laws.'^  Redemption  is  provided  for  by  various 
Colonial  statutes,  the  annual  redemption  payments  out  of  revenue 
being  generally  in  excess  of  £600,000.  The  most  important  of 
such  redemption  paj^ments  are  those  made  in  connection  with  the 
guaranteed  loan  of  £35,000,000,  granted  by  the  British  Government 
to  the  Transvaal  and  the  Orange  Free  State  in  1903  (the  year  after 
the  close  of  the  Boer  War)  for  the  purpose  of  reconstruction,  and 
the  guaranteed  loan  of  £5,000,000  by  the  British  Government  to  the 
Transvaal  in  1907,  on  both  of  which  an  annual  redemption  of  1  per 
Qent.  is  due,  comprising  the  sum  of  £400,000.  In  the  Cape  of  Good 
Hope  and  Xatal  provision  had  likewise  been  made  for  contributions 
to  the  sinking  fund  in  respect  of  certain  loans. 

It  is  also  provided  that  the  surplus  of  revenue  over  ordinary 
expenditure  in  any  year  is  to  be  paid  to  the  Commissioners  for  loan 
redemption,  and  that  the  Commissioners  are  to  be  credited  with  such 
further  sums  as  may  lawfully  become  available  from  time  to  time 
for  the  redemption  of  debt.'' 

Unless  otherwise  provided  in  any  law,  the  Commissioners  are 
to  devote  such  moneys  to  the  redemption  or  purchase  of  stock  or 
debentures  issued  in  respect  of  an}*  loan,  and  thereafter  all  securities 
so  redeemed  or  purchased  together  with  the  interest  coupons  (if  any) 
applicable  to  such  secm'ities,  are  to  be  cancelled.  If,  however,  it 
appears  to  the  Commissioners  to  be  in  the  public  interest  that  the 
redemption  of  securities  should  be  delayed  until  more  favourable 
terms  can  be  secured,  they  may  effect  a  temjjorary  investment  of  the 
moneys  under  their  control  ;  provided  that  they  shall  be  restricted 
to  the  pm'chase  of  Treasury  Bills  and  bonds  of  the  United  Kingdom 
or  of  any  British  Colonial  Government  which  has  complied  with  the 
provisions  of  the  Colonial  Stock  Acts  of  the  United  Kingdom,  or  to 
deposits  at  interest  with  any  banking  institution  of  approved 
standing  within  the  Union  or  in  London.^ 

Sinking  Fund. — During  the  decade  under  consideration  the  total 
receipts  of  the  sinking  fund  amounted  to  £11,595,556,  of  which 
£9,054,415  represented  contributions  from  revenue  and  £2,523,859 
interest  on  investments,  the  remaining  £17,282  being  composed 
mainly  of  profit  on  realization  of  investments.  Of  the  contribu- 
tions   from    revenue,    surplus    revenue    accounted   for    £3,157,612. 

On  the  other  hand,  payments  to  the  extent  of  £6,279,782  were 
made  out  of  the  fund,  the  sum  of  £6,000,385  having  been  applied 
to  the  cancellation  of  debentures  and  stock,  and  the  remainder  ot 

*  Ihid,  sec.  4.  7  ibid,  sees.   7  and  8. 

PAct   18  of  1911,  sees.  6  and  6. 
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meeting  the  loss  on  realization  of  investments,  expenses  of  diaw ings, 
etc.  Thus,  the  sinking  fund  Mas  enhanced  by  Co, 31 5.774.  from 
£4,540,422  on  May  31,  1910  to  £9,856,196  on  March  31,  1920, 
thereby  reducing  the  gross  national  debt  on  the  latter  debt 
to  £164,049,000." 

The  amount  of  £9,856,196  in  the  sinking  fund  of  the  Union,  on  the 
31st  March,  1920,  was  composed  of  £9,853,775  invested  in  stocks 
and  the  balance  of  £2,421  in  cash.  The  investments  comprised 
£8,753,850  in  Union  Government  securities,  £718,109  in  other 
Colonial  Government  securities,  and  £381,816  in  British  Govern- 
ment securities.  The  rate  of  interest  in  respect  of  these  invest- 
ments is  on  an  average  4  per  cent.,  ranging  from  2|  per  cent,  in  the 
case  of  certain  India  stock  to  5|  per  cent,  in  the  case  of  certain  New 
South  Wales  stock.' 

Method  of  raising  Loaiis. — When  authority  is  granted  to  raise  any 
sum  of  money,  the  Government  may,  from  time  to  time  as  it  may 
deem  expedient,  raise  such  sum  either  by  stock  issued  in  the  Union 
(local  stock)  or  by  stock  issued  in  the  United  Kingdom  (consoli- 
dated stock),  or  by  debentures  issued  in  the  Union  or  elsewhere. 
Local  stock  is  to  be  disposed  of  either  by  public  tender  or  by  issue 
to  the  public  at  a  fixed  price,  and  the  Treasury  is  to  keep  books 
relating  to  local  stock  and  is  to  enter  therein  in  respect  of  each 
issue  of  stock  : 

(a)  the  name  and  address  of  each  owner  for  the  time  being  of  any 
amount  of  stock  ; 

(6)  the  amount  of  stock  held  by  each  owner  and  the  date  at  which 
such  stock  was  credited  to  such  owner. 

On  payment  in  full  of  the  amount  payable  by  an  owner  of  stock 
in  respect  of  the  stock  credited  to  him,  the  Treasury  is  to  issue  to 
him  a  certificate  of  the  amount  of  stock  standing  to  his  credit.^" 

Debentures  may  be  issued  in  the  Union,  or  elsewhere,  in  sums 
of  £100  or  multiples  thereof.  Treasury  bills  may  likewise  be  issued  in 
sums  of  £100  or  multiples  thereof  of  a  currency  of  twelve  months  or 
less,  and  any  such  bills  may  be  renewed  or  extended  from  time  to 
time  for  a  period  not  exceeding  twelve  months  at  any  one  time. 
With  the  concurrence  of  the  holders,  Treasury  bills  may,  before  the 
date  thereof,  be  retired  or  converted  into  debentures  or  stock  if  it 
appears  in  the  public  interest  to  do  so. 


8  Quarterly  Abstract  of  Union  Statis-  9  Report    of    Public    Debt    Comrais- 

tics,    Oct.    1920,.    p.  78,    and    Auditor-       gioners  1919-20,  pp.  19-21. 
General's  Report  for  1919-20,  pp.  60-G3.  lo  Act  22  of   1917,  sees.  4-6. 
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The  Government  ma.y  appoint  any  bank  or  any  person  as  agent  for 
the  issue,  management  or  repayment  of  any  securities. 

The  expenses  necessarily  incurred  in  connection  with  the  issue  of 
securities  having  a  currency  of  not  less  than  five  years,  including 
discount  (if  any),  commission  (if  any),  and  all  other  expenses  inciden- 
tal to  such  issue  are  to  be  paid  out  of  the  amount  raised,  and  the 
amount  authorised  to  be  borrowed  is  to  be  increased  to  that  extent. 
All  such  expenses  incurred  in  connection  with  the  issue  of  securities 
having  a  currency  of  less  than  five  years  are  to  be  paid  out  of  the 
revenue  account. 

The  Government  may,  on  maturity,  repay  any  securities  and  it 
may  raise  the  money  required  for  such  repayment  by  the  issue  of 
new  securities,  and  such  issue  is  deemed  to  be  within  the  borrowing 
power  authorised  by  Parliament. ^^  The  Government  was  also 
empowered  to  convert,  renew  or  consolidate  the  colonial  debts. 

Funded  and  Unfunded  Debt. — The  following  table^-  shows  the 
relation  between  the  funded  and  the  unfunded  debt  at  the  date  of 
Union  (May,  1910)  and  on  the  31st  March,  1920. 

Funded  Debt.  Unfunded  Debt. 

Percentage  of  Percentage  of 

Date.  Amount.       Total  Debt.       Amount.       Total  Debt. 

£  %  £  % 

31st  May,   1910        .  .  .  .   106,802,485  91.7  9,700,14.3  8.3 

31st  March,   1920     ..  ..    158,486,960  91.2  15,417,858  8.8 

On  the  31st  March,  1920,  the  funded  debt  of  the  Union  consisted 
of  £144,746,760  in  stock  and  £13,740,200  in  debentures,  and  the 
average  rate  of  interest  on  the  funded  debt  was  3.77  per  cent,  in 
1920,  as  compared  with  3.37  per  cent,  in  1910.  The  unfunded  debt 
comprised  £6,425,300  in  Union  Treasury  Bills,  £1,606,343  in  Union 
Loan  Certificates,  and  £7,386,215  in  respect  of  advances  from  the 
Imperial  Government  during  the  War,  the  average  rate  of  interest 
being  4.4  per  cent." 

Foreign  and  Domestic  Debt. — The  following  table^*  shows  the 
marked  change  in  the  relation  between  the  foreign  and  the  domestic 
debt  during  the  decade  from  1910  to  1920. 


Date. 

31st  May,   1910 
3l8t  March,  1920     .  . 

Foreign  Debt. 

Percentage  of 
Amount.               Total     Debt. 

f                                   0/ 

.  .  106,897,810           91.7 
..  123,390,311           70.9 

Domestic  Debt. 

Percentage  of 
Amount.       Total  Debt. 

£                   % 

9,604,818             8.3 

50,514,507            29.1 

^^  Ibid,  sees.   10-14. 

12  Report  of  Public 

rsiones      1919-20,      p. 

Debt     Commis- 
4. 

15  Finance    Accounts,     1919-20. 
n  Report    of    Public    Debt    Commis- 
sioners 1919-20,  p.  5. 
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Prior  to  1915  the  government  loans  were  generally  secured  from 
abroad.  At  that  time  the  Union  Government  was  in  great  need  of 
funds  for  financing  its  military  operations  and  could  not  resort  to 
the  London  money  market  in  view  of  the  demands  of  British  war 
finance.  Accordingly,  an  appeal  was  made  to  the  South  African 
public,  to  which  there  was  an  adequate  response. 

Comparison  with  other  Countries. — It  is  practically  impossible  to 
make  accurate  comparisons  between  the  per  capita  public  in- 
debtedness in  the  LTnion  of  South  Africa  and  that  in  other  countries, 
on  account  of  the  important  differences  in  respect  of  population, 
constitution,  and  scope  of  governmental  functions. 

In  the  first  place,  the  numerical  preponderance  of  the  coloured 
races  in  the  Union  and  the  difficulty  of  determining  the  relative 
economic  position  of  the  individual  of  the  coloured  races  and  the 
individual  of  the  white  race  constitute  serious  obstacles  to  the  estab- 
lishment of  a  comparable  basis.  In  1920  the  total  population-  of  the 
Union  was  estimated  to  be  7,305,377,  namely  1,503,904  white  and 
5,801,473  coloured,  or  20.6  and  79.4  per  cent,  respectively.  If  the 
economic  relation  of  the  white  to  the  coloured  is  taken  to  be  1  to  4 
for  the  purpose  of  comparison  with  other  countries,  the  economic 
population  will  be  about  3  million.  Thus  the  per  capita  debt  of  the 
Union  may  be  regarded  as  £64  on  the  31st  March,  1922. 

Secondly,  under  the  system  of  unitary  government  prevailing 
in  South  Africa  the  responsibility  for  the  whole  of  the  public  debt 
(excluding  local  debt)  is  vested  in  the  LTnion  Government,  whereas 
in  countries  with  federal  constitutions,  such  as  the  United  States 
of  America,  Australia,  Canada,  Germany  and  Switzerland,  each 
state  or  province  has  its  own  debt.  For  example,  the  public  debt 
(exclusive  of  local  debt)  of  the  LTnited  States  consists  of  the  Federal 
debt  plus  the  debts  of  the  48  states.  Our  provincial  debt  is  a 
constituent  part  of  the  Union  debt. 

Thirdly,  the  scope  of  governmental  functions  in  the  Union  of 
South  Africa  is  considerably  more  extensive  than  in  most  other 
countries,  inasmuch  as  the  LTnion  Government  undertakes  the 
development  of  railways,  harbours,  telegraphs,  telephones,  irriga- 
tion, land  settlement,  forestry,  etc.  The  greater  part  of  the  Union 
debt  is  essentially  reproductive,  viz.,  more  than  60  per  cent.,  whereas 
nearly  the  entire  American  debt  is  unproductive  and  by  far  the 
largest  portion  of  the  English  or  French  debt. 

Accordingly,  in  making  a  comparison  between  the  per  capita 
debt  in  the  Union  of  South  Africa  and  that  in  the  United  States  of 
America,  the  white  population  of  the  Union  must  first  be  doubled 
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(viz.  3  million)  ;  then  the  debts  of  the  American  states  must  be  added 
to  the  federal  debt ;  and  finally  the  unproductive  debt  only  must  be 
taken,  namely  £70  million  for  the  Union  in  1922  or  £23  per  capita. 
The  total  American  debt  was  in  1920  over  4,000  million  pounds 
(after  deducting  £950  million  due  by  the  British  Government  and 
also  the  reproductive  debt),  or  £40  per  capita.  It  must,  however,  be 
taken  into  consideration  that  the  per  capita  national  income  is  much 
larger  in  America  than  in  South  Africa,  and  that  therefore  our  un- 
productive  debt  of  £23  per  capita  is  perhaps  a  heavier  burden  than 
the  American  debt  of  £40  per  capita. 

The  countries  whose  conditions  most  nearly  approximate  those 
in  South  Africa  and  which  therefore  afford  the  most  appropriate 
basis  of  comparison  are  Australia  and  New  Zealand,  where  the 
debts  of  £65  and  £120  per  capita  (in  1920)  are  to  be  compared  with 
our  gross  debt  of  £64  per  capita  (in  1922). 

In  1920  the  public  debt  of  England  was  £160  per  capita,  of  France 
£150,  (^rmany  £120,  Austria  £110,  Italy  £80,  Russia  £60,  Belgium 
£50,  Canada  £40,  etc.  These  high  figures  are  due  to  the  tremendous 
war  debts  of  those  countries  and  should  not  render  us  liable  to  the 
impression  that  our  debt  is  comparatively  small  and  that  therefore 
we   need  not   regard  the   matter  seriously. 


PART    IV. 

ADMINISTRATION   AND  CONTROL  OF  THE  FINANCES. 

CHAPTER    1 

The   Financial  Relations  between  ths   Union  and 
THE   Provinces. 

The  Union  Constitution  does  not  contain  a  rigid  definition  of  the 
financial  relations  between  the  Union  and  Provincial  Governments  ^ 
as  in  the  case  of  the  federal  constitutions  of  the  United  States, 
Canada,  or  Australia,  but  provision  was  made  for  an  elastic  system 
of  finance  by  assigning  the  final  determination  of  those  relations  to 
the  Union  Parliament,  which  is  to  effect  such  re-adjustments  as 
altered  conditions  and  circumstances  may  demand. 

Under  the  Union  Constitution  the  powers  of  the  Provincial 
Councils  were  confined  to  the  following  activities  :^ 

(1)  educ'ation,  other  than  higher  education  ; 

(2)  the  establishment,  maintenance,  and  management  of  hospitals 

and  charitable  institutions  ; 

(3)  local  works  and  undertakings  within  the  province,  other  than 

railways  and  harbours  and  other  than  such  works  as  extend 
beyond  the  borders  of  the  province  ; 

(4)  roads,    ponts,  and   bridges,    other  than  bridges  connecting 

two  provinces  ; 

(5)  agriculture  to  the  extent  and  subject  to  the  conditions  to  be 

defined  by  Parliament  ; 

(6)  preservation  of  fish  and  game  ; 

(7)  direct  taxation  within  the  province  in  order  to  raise  a  revenue 

for  provincial  purposes. 

Instead  of  defining  the  fiscal  jm-isdiction  of  the  Provinces,  the 
Union  Constitution  directed  the  Union  Government  to  appoint  a 
commission  of  inquiry  into  the  financial  relations  which  should  exist 
between  the  Union  and  the  Provinces.  This  commission  was  to  con- 
sist of  one  representative  from  each  province  and  was  to  be  presided 

1  S.A.   Act,  sec.  85. 
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over  by  an  officer  from  the  Imperial  Service.  Pending  the  com- 
pletion of  the  inquiry  and  until  Parliament  otherwise  provided,  the 
Union  Government  was  to  pay  annually  out  of  the  Consolidated 
Revenue  Fund  to  the  administrator  of  each  province  ; 

(a)  an  amount  equal  to  the  sum  provided  in  the  estimates  for 
education,  other  than  higher  education,  in  respect  of  the 
financial  year  1908-1909,  as  voted  by  the  Legislature  of  the 
corresponding  colony  during  the  year  1908  ; 
(6)  such  further  sums  as  the  Government  may  consider  necessary 
for  the  due  performance  of  the  services  and  duties  assigned 
to  the  provinces  respectively. 
Until  such  inquiry  was  completed  and  Parliament  made  other 
provisions,  the  executive  committees  in  the  several  provinces  were 
required  to  submit  annually  estimates  of   their  expenditure  for  the 
approval  of  the  Union  Government,  and  no  expenditure  was  to  be 
incurred  by  any  executive  committee  which  was  not  provided  for 
in  the  ajDproved  estimates. - 

The  majority  report  of  the  Financial  Relations  Commission  served 
as  the  basis  of  the  Financial  Relations  Act,  which  came  into  oper- 
ation on  April  1,  1913.  Thus,  from  the  date  of  the  constitution  of 
the  Union  (May  31,  1910)  until  April  1,  1913,  all  the  funds  required 
by  the  provinces  were  provided  by  means  of  grants  from  the  Union 
Treasury.  In  accordance  with  the  Financial  Relations  Act,  the 
funds  required  by  a  province  to  meet  its  normal  or  recurrent  ex- 
penditure upon  matters  entrusted  to  it  are  derived  from  the  following 
sources  y^ 

(a)  moneys  appropriated  by  the  Union  Parliament  by  way  of 

subsidy  to  the  province  ; 
(6)  the  sources  of  revenue  transferred  and  the  revenues  assigned 

to  the  province  under  the  act  ; 

(c)  such  other  revenues  as  may  be  raised  by  the  province  under 

the  authority  of  law,  i.e.  by  virtue  of  its  taxing  powers  under 

the  constitution. 

Under  the  Financial  Relations  Act  of  1913  the  amount  of  the 

subsidy  was  to  be  one-half  of  the  normal  or  recurrent  expenditure, 

provided  that,  if  in  any  province  the  normal  expenditure  for  any 

financial  year  exceeded  that  of  the  previous  financial  year  by  more 

than  7 1  per  cent.,  that  province  was  entitled  by  way  of  subsidy  in 

the  succeeding  year  to  one-third  only,  in  lieu  of  one-half,  of  that 

excess.^     In  1917  an  amendment  was  made  to  the  effect  that,  if 


2S.A.  Act,  soc.   118.  4  Act  10  of   1913,  sec.  5. 

3  Act  10  of  1913,  sec.  4. 
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the  normal  expenditure  for  any  year  exceeded  that  of  the  previous 
year  by  more  than  15  per  cent,  in  the  case  of  jn'iniary  and  secondary 
education  and  5  per  cent,  in  respect  of  any  other  matter,  that 
province  was  entitled  to  one -third  only  of  that  excess  ;®  and  in 
1921  it  was  limited  to  5  per  cent,  in  respect  of  the  expenditure  on 
education,  no  increase  in  subsidy  being  permitted  in  respect  of 
other  expenditures.  In  1922  it  was  enacted  that  the  subsidy  for 
the  year  1922-23  was  to  be  only  nine-tenths  of  the  amount  paid  over 
to  the  respective  j^rovinces  in  1921-22,  and  that  in  respect  of  any 
financial  jea,r  after  31  March,  1923,  the  subsidy  was  not  to  be  in- 
creased by  more  than  3  per  cent,  over  the  amount  paid  in  the 
preceding  year. 

In  the  case  of  Natal  and  the  Orange  Free  State  a  special  subsidy 
of  £100,000  per  annum  was  granted,  in  view  of  the  fact  that  the 
funds  otherwise  placed  at  their  disposal  were  insufficient  to  balance 
the  commencing  expenditm*e  of  these  provinces. 

It  was  specially  provided  that  the  expenditure  of  any  divisional 
council,  school  board,  or  native  council  out  of  revenues  raised  locally 
should  rank  as  ordinary  expenditure  of  the  province  for  the  purpose 
of  assessing  the  subsidy."  This  provision  was  necessary  in  order  to 
put  the  Cape  Province  on  terms  of  equality,  financially,  with  the 
other  provinces,  as  the  provincial  services  in  the  Cape  are,  to  a 
great  extent,  undertaken  and  paid  for  by  subsidiary  local -author- 
ities ;  so  that  the  charges  on  the  Cape  Provincial  Revenue  Fund  and 
consequently  the  subsidy  payable  by  the  Union  Government  in 
respect  of  these  charges  are  relatively  less  than  in  the  other  pro- 
vinces, where  no  such  system  of  devolution  exists. 

As  the  trading  and  liquor  licence  revenues  in  Natal  are  collected 
by  the  Municipalities,  provision  was  made  for  a  special  grant  to 
that  province  equal  to  the  revenue  ascertained  by  the  Treasury  to 
have  been  derived  by  the  municipal  or  local  authorities  in  Natal 
from  trading  licences  (other  than  those  to  carry  on  trades  which 
are  subject  to  municipal  supervision  and  inspection)  and  from 
licences  for  the  sale  or  supply  of  intoxicating  liquor." 

As  a  result  of  these  special  grants  and  special  provisions  for  the 
assessment  of  the  subsidy  payable  to  the  Cape  Province,  the  Union 
Government  subsidy  represents  on  an  average  about  62  per  cent, 
of  the  total  ordinary  revenue  of  the  four  provinces  taken  as  a  whole, 
as  indicated  in  the  following  statement  : 

•       5  Act     9  of  1917,  Schedule.  Act  10  of  1913,  sec.   14. 

6  Act  10  of  1913,  sec.  6. 
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Piovincial  Revenue.                                1913-14.  1915-16. 

£  £ 

Revenue  Collected  by  the  Provinces       .  .          1.289.190  l,134,56(i 

Union  Government  Subsidy           ..           ..          2,105,100  2,049,627 


Total  Revenue  of  the  Provinces  . 


3,454,290         3,184,193 


1916-17. 

£ 
1,423,667 
2,345,517 

3,769,184 


The  following  table  shows  the  distribution  of  the  Union  Govern- 
ment subsidy  between  the  provinces  and  the  relation  thereof  to  the 
ordinary  expenditure  of  the  several  provinces,  for  the  financial 
year  1916-17  : 


Percentage 

Union 

Ordinary 

Relation  of 

Province. 

Government 

Expenditure. 

Subsidy  to 

Subsidy. 

Expenditure. 

£ 

£ 

0/ 

/o 

Cape  of  Good  Hope 

935,161 

1,286,038 

72.7 

Transvaal 

710,999 

1,425,584 

49.9 

Orange  Free  State  .  . 

345,029 

519,973 

66.3 

Natal 

354,328 

477,089 

74.2 

In  the  case  of  the  Cape  of  Good  Hope,  the  high  percentage  is 
attributable  to  the  provision  that  the  expenditures  by  divisional 
councils,  school  boards,  or  native  councils  out  of  revenues  raised 
locally  are  to  be  regarded  as  part  of  the  normal  expenditure  of  the 
provinces  for  the  purpose  of  assessing  the  subsidy.  In  the  Orange 
Free  State  and  Natal  the  high  percentages  are  due  to  the  special 
subsidy  of  £100,000  per  annum  and,  also,  in  the  case  of  Natal,  to 
the  special  grant  by  the  Union  Government  in  lieu  of  the  revenue 
from  trading  and  liquor  licences  which  accrues  to  the  municipalities 
in  that  province.  In  the  case  of  the  Transvaal  the  percentage  is 
slightly  under  the  provision  of  one -half  of  the  normal  or  recurrent 
expenditure  in  view  of  the  proviso  that,  when  the  expenditure 
increased  by  more  than  7|  per  cent,  over  that  of  the  previous 
financial  year,  the  province  was  entitled  to  one-third  only  of  that 
excess. 

For  the  purpose  of  determining  the  amounts  to  be  appropriated 
in  any  financial  year  in  respect  of  subsidies  to  the  provinces,  the 
Administrator  of  each  province  is  to  transmit  to  the  Treasury  on 
such  date  as  it  may  from  time  to  time  direct,  a  certificate  of  the 
amount  which  is  estimated  by  the  executive  committee  of  the 
provinces  to  be  required  for  meeting  the  normal  expenditure  thereof 
during  such  financial  year.  The  subsidies,  when  appropriated,  are 
to  be  wholly  paid  over  to  the  respective  provinces  during  the  financ- 
ial year  to  which  they  are  applicable,  provided  that,  if  by  reason 
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of  an  over-estimate  or  under-estimate  of  the  requirements  of  any 
province  the  payment  in  respect  of  subsidy  is  sTiown  to  have  been  in 
excess  of,  or  less  than,  the  subsidy  which  that  province  is  entitled 
to  receive  in  respect  of  that  year,  the  necessary  adjustment  is  to 
be  effected  by  abatement  from  or  addition  to  (as  the  case  may  be) 
the  payment  which  that  province  is  entitled  to  obtain  in  the  succeed- 
ing year.*^ 

The  normal  or  recurrent  expenditure  of  a  province  is  defined 
as  comprising  : 

(a)  the  cost  of  general  administration  in  the  province  ; 

(6)  the  cost  of  carrying  out  the  matters  entrusted  to  the  pro- 
vince, where  such  cost  is  not  to  be  treated  as  capital  or  non- 
recurrent expenditure  ; 

(c)  the  interest  and  sinking  fund  payments  for  which  the  province 

is  liable  in  respect  of  advances  made  to  it  by  the  Union 
Treasury  to  meet  capital  expenditures  ; 

(d)  the  cost  of  construction  and  maintenance  of  roads,  provided 

that,  in  special  cases  authorised  by  the  Treasury,  the  cost 
of  construction  of  any  particular  road,  but  not  of  its  main- 
tenance, may  be  regarded  as  capital  or  non-recurrent 
expenditure.' 

Sources  of  Revenue  Transferred  to  Provinces. — The  Financial 
Relations  Act  of  1913  transferred  the  following  sources  of  revenue 
to  the  provinces  : 

(a)  hospital  fees,  and  fees  received  in  respect  of  education  other 

than  higher  education  ; 
(6)  the  duty  payable  under  any  law  upon  the  takings  of  any 

instrument,  machine,  or  contrivance  used  in  connection  with 

betting  on  races  (commonly  known  as  a  totalisator)  by  the 

licensee  thereof  ; 

(c)  auction  dues  ; 

(d)  licences  required  for  dogs  outside  urban  areas  ;    licences  to 

take,  catch  or  kill  game,  fish  or  other  animals  ;  licences  to 
pick  or  sell  wild  flowers  ; 

(e)  all  other  payments  for  trading  or  professional  licences,  save 

such  as  are  retained  by  the  Union  Government  ; 
(/)  miscellaneous  receipts  connected  with  matters  entrusted  to  a 
province.^'' 

8  Act  10  of  1913,  sec.   7.  ^o  Ibid,  sec  11  and  First  Schedule. 

9  Act  10  of   1913,  sec.  6  (2). 
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These  sources  of  revenue  were  transferred  to  the  provinces, 
together  with  the  power  to  legislate  in  respect  thereof. 

Revenues  Assigned  to  Provinces. — The  following  revenues  were 
assigned  to  the  provinces,  but  the  power  to  legislate  in  regard  thereto 
was  retained  by  the  Union  Parliament  : 

(1)  transfer  duty  on  fixed  property  ; 

(2)  licences  for  the  sale  or  supply  of  intoxicating  liquor  ; 

(3)  native  pass  fees  payable  in  the  labour  districts  of  the  Trans- 

vaal. 

These  revenues  are  raised  and  received  by  the  Union  Government, 
but,  instead  of  being  paid  into  the  Consolidated  Revenue  Fund,  the 
proceeds  are  paid  over  by  the  Union  Treasury  (without  deduction 
for  the  cost  of  collection)  to  the  province  from  which  such  proceeds 
have  been  raised  or  received. ^^ 

Direct  Taxation  in  the  Provinces. — Under  the  Union  Constitution 
authority  is  conferred  upon  the  Provincial  Councils  to  levy  direct 
taxation  within  the  Province  in  order  to  raise  revenue  for  provincial 
purposes.  The  principal  forms  of  direct  taxation  which  have  thus 
far  been  resorted  to  by  the  provinces  are  :  a  tax  on  the  payments 
for  admission  to  entertainments  ;  a  duty  on  the  receipts  from  total- 
isators  on  racecourses  ;  a  wheel  tax  ;  a  house  tax  (in  the  Transvaal)  ; 
a  tax  on  bachelors,  converted  into  a  poll  tax  in  1921  (in  the  Trans- 
vaal) ;  a  tax  upon  immovable  property  (in  the  Cape  of  Good  Hope)  ; 
a  tax  on  admission  fees  charged  by  owners  of  racecourses  ;  a  tax 
on  bookmakers,  etc. 

Capital  Expenditure  in  the  Provinces. — The  funds  which  may  from 
time  to  time  be  required  by  any  province  for  the  purpose  of  meeting 
any  capital  or  non-recurrent  expenditure  are  advanced  to  that 
province  by  the  Union  Treasury  upon  loan  in  such  amounts  as 
Parliament  may  authorize  by  annual  appropriation.  Any  such 
advance  bears  interest  at  a  rate  not  exceeding  5  per  cent,  per  annum 
from  the  date  of  issue,  and  is  to  be  repaid  by  the  Province  to  the 
Treasury  in  equal  half-yearly  instalments  so  calculated  that  the 
whole  advance  and  the  interest  thereon  will  be  paid  within  a  period 
of  not  less  than  15  years^^  and  not  exceeding  40  years,  regard  being 
had  to  the  nature  of  the  work  for  which  such  advance  is  made. 

Specific  provision  is  made,  in  the  Financial  Relations  Act,  that 
the  interest  and  redemption  charges  are  to  be  treated  in  the  Ap- 
propriation Ordinance  and  in  the  accounts  of  the  province  as  part 

11  Act  10  of  1913,  sec.   13.  12  Except  in  the  case  of  advances  for 

the  construction  of  a  road. 
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of  its  normal  or  recurrent  expenditure,  for  the  purpose  of  assessing 
the  Union  subsidy/''  Thus  loans  to  provinces  are  only  reproductive 
to  the  extent  of  one-half  of  their  amount,  since  the  Union  Treasury 
pays  one-half  of  the  interest  and  amortization  charges  through  the 
annual  subsidies. 

Capital  or  non-recurrent  expenditure,  in  the  case  of  the  Provinces, 
js. defined  as  comprising  expenditure  (whether  directly  or  by  loan  to 
local  bodies)  upon  the  erection,  construction,  acquisition,  extension, 
or  improvement  of  any  building,  bridge,  or  pont,  or  upon  anj^^  work 
of  a  permaneiit  nature  in  relation  to  a  matter  entrusted  to  the  pro- 
vince, but  not  expenditure  upon  the  construction  of  a  road  unless 
authorised  by  the  Treasmy  ;  provided  that  if  the  expenditure  upon 
any  such  building  or  extension  thereof  does  not  exceed  £1,000,  or  if 
the  expenditure  upon  any  bridge,  pont,  or  other  such  work  does 
not  exceed  £1,000,  such  expenditure  shall  be  deemed  to  be  normal 
or  recurrent  expenditure." 

The  most  striking  feature  in  respect  of  the  financial  relations 
between  the  Union  and  the  Provinces  is  the  almost  entire  dependence 
of  the  Provinces  upon  the  Union  Government  with  regard  to  financ- 
ial affairs.  In  the  first  place,  the  Provinces  are  dependent  on 
subventions  from  the  Union  Government  in  order  to  defray  their 
comparatively  limited  expenditure.  Secondly,  the  Provincial 
Councils  have  certain  powers  of  taxation,  but  these,  like  all  other 
matters  of  legislation,  are  subject  to  the  veto  of  the  Union  Govern- 
ment. Thirdly,  the  Provinces  are  not  permitted  to  borrow  from 
any  source  other  than  the  Union  Treasury,  except  that  a  Province 
may  borrow  from  a  bank  by  way  of  temporary  overdraft  for  a  period 
not  exceeding  6  months,  such  sum  as  may  be  requu'ed  to  meet  a 
deficit  in  the  provincial  revenue  fund.^^ 


13  Act  10  of  1913,  sec.  9  (1).  15  Act  5  of   1922,  sec.  7. 

11  Act  10  of  1913,  sec.  6  (3)  and  Act 
5  of  1922,  sec.  3. 


CHAPTER     2. 

System  of  Financial  Administration. 

1.     Union  Finance. 

Department  of  Finance. — The  Department  of  Finance  is  placed 
under  the  control  of  the  Minister  of  Finance,  who  is  responsible  to 
Parliament.  The  Secretary  for  Finance  is  the  permanent  head  of 
the  Department,  the  administrative  functions  of  which  permit  of 
the  following  subdivision  : 

(1)  the  Treasury  proper  ; 

(2)  the  Department  of  Inland  Revenue  ; 

(3)  the  Department  of  Customs  and  Excise  ; 

(4)  the  Public  Debt  Commissioners. 

Treasury. — The  general  control  of  the  finances  of  the  Union 
(excepting  the  finances  of  the  Railway  and  Harbour  Administration) 
is  vested  in  the  Treasury.  It  is  charged  with  the  performance  of 
all  duties  relating  to  appropriation  and  supply  (excejDt  for  the  ser- 
vices of  the  Railways  and  Harbours),  with  the  regulation  of  the 
financial  relations  between  the  Union  Government  and  the  Pro- 
vincial Administrations,  the  raising  and  management  of  loans, 
the  payment  of  pensions  and  gratuities,  the  supervision  of  banking 
institutions  and  the  regulation  of  the  currency. 

The  Treasury  is  divided  into  the  following  branches  : 

(a)  Accounts  Section,  which  is  under  the  control  of  an  officer 
designated  the  Chief  Accountant,  ranking  in  status  next  to 
the  Under  Secretary,  and  deals  with  all  matters  relating  to 
the  system  of  accounts  ; 

(6)  Establishments  Section,  which  is  supervised  by  an  officer  with 
the  rank  of  Chief  Clerk  and  deals  with  all  matters  relating 
to  the  establishment  of  the  Public  Service,  namely,  the 
creation  of  posts,  the  fixing  of  emoluments,  etc.  ; 

(c)  Peyisions  Section,  which  is  also  controlled  by  an  officer  with 
the  rank  of  Chief  Clerk  and  is  responsible  for  the  admin- 
istration of  all  pension  laws. 

Department    of   Inland    Revenue. — The    Department    of    Inland 
Revenue  is  concerned  with  the  imposition,  assessment,  and  collect- 
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ion  of  revenues  other  than  customs  and  excise  and  postal  revenue. 
The  DeiDartment  is  under  the  control  of  an  officer  designated  the 
Commissioner  for  Inland  Revenue. 

The  collection  of  revenue  in  the  larger  towns  is  undertaken  by 
officials  paid  by,  and  directly  responsible  to,  the  Department  of 
Inland  Revenue.  There  are  13  departmental  revenue  officers  in 
the  Union.  In  the  remaining  towns  and  districts  at  which  there 
are  revenue  offices  (numbering  in  the  aggregate  227)  the  magistrate 
is  the  local  receiver  and,  as  such,  reports  directly  to  the  Department 
of  Inland  Revenue  concerning  revenue  matters. 

The  multifarious  duties  imposed  upon  the  magistrate,  as  the  chief 
Government  representative  in  the  district,  result  in  the  inefficient 
performance  of  revenue  work.  This  is  not  the  fault  of  the  magis- 
trate whose  work  is  conscientiously  performed  under  great  diffi- 
culties, but  of  the  system.  With  the  exception  of  the  magistrates 
in  the  Transkeian  Territories,  who  are  responsible  to  the  Native 
Affairs  Department,  the  magistrates  are  on  the  establishment  of 
the  Department  of  Justice,  and  it  is  natural  that  they  should  regard 
the  work  of  that  department  as  of  paramount  importance  and  the 
work  of  the  Revenue  Department  as  of  secondary  concern  onh^ 

The  ideal  solution,^  in  the  opinion  of  the  Commissioner  for  Inland 
Revenue,  is  a  separate  revenue  establishment,  under  which  the 
Union  would  be  divided  into  large  collecting  areas  supervised  by  a 
senior  officer,  with  wide  discretionary  powers,  and  with  collecting 
officers  in  the  important  places  within  the  area.  The  head  office 
would  then  confine  itself  to  initiating  the  procedure  necessary  for 
the  collection  of  taxes  levied,  the  general  supervision  and  control 
of  the  collecting  areas,  and  the  consolidation  of  the  collections  made, 
and  would  be  the  final  reference  authority  for  the  solution  of  quest- 
ions of  real  difficulty  or  disagreement  between  the  public  and  the 
collecting  officers. 

The  conditions  created  by  the  war  rendered  it  almost  impossible 
to  effect  any  important  changes,  although  in  1918  an  attempt  was 
made  to  simplify  and  co-ordinate  the  accounting  system  in  the 
offices  of  all  receivers  of  revenue.  This  work  is  now  on  a  uniform 
basis  throughout  the  Union. 

The  Department  of  Customs  and  Excise. — The  Department  of 
Customs  and  Excise  is  under  the  control  of  the  Commissioner  of 
Customs  and  Excise  and  is  charged  with  the  administration  of  the 
laws  relating  to  Customs  and  Excise  and  the  collection  of  dues 
thereunder. 


1  Report  of  Cominissioner  for  .Inland  Revenue,  1916-17,  pp.  3-4. 
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Upon  the  constitution  of  the  first  Ministry  of  the  Union  a  port- 
folio of  Commerce  and  Industries  was  created  which  provided  for 
the  control  of  customs  and  excise,  as  also  of  industrial  and  com- 
mercial matters.  Subsequently,  however,  the  Department  of 
Commerce  and  Industries  was  abolished,  and  ministerial  control  of 
customs  and  excise  was  vested  in  the  Department  of  Finance. 

Public  Debt  Commissioners. — The  investment  of  all  trust  funds, 
e.g.  Sinking  Fund,  Pension  Fund,  Guardian  Fund,  and  Post  Office 
Savings  Bank  moneys,  coming  into  the  hands  of  the  Government  or 
the  Railways  and  Harbour  Administration,  and  the  management 
of  the  public  debt  are  vested  in  a  board  of  Public  Debt  Commission- 
ers, composed  of  the  Minister  of  Finance  as  ex  officio  chairman,  a 
member  of  the  Railway  Board,  and  one  other  member  appointed 
by  the  Governor-General.- 

A  bank  account  is  to  be  kept  in  the  name  of  the  Commissioners, 
into  which  are  to  be  paid  all  the  moneys  to  be  dealt  with  by  the 
Commissioners  and  from  which  are  to  be  withdrawn  the  moneys 
required  to  meet  the  payments  for  which  they  are  responsible.^ 

Sinking  fund  contributions  prescribed  under  any  law  enacted  by 
the  legislature  of  any  Colony  included  in  the  Union  are  to  be  paid 
to  the  Commissioners  and  applied  by  them  in  accordance  with  the 
provisions  of  such  laws.  It  is  also  provided  that  the  surplus  of 
revenue  over  ordinary  expenditure  in  any  year  is  to  be  paid  to  the 
Commissioners  for  loan  redemption,  and  that  the  Commissioners  are 
to  be  credited  with  such  further  sums  as  may  lawfully  become 
available  from  time  to  time  for  the  redemption  of  debt.* 

The  Public  Debt  Commissioners  are  also  entrusted  with  the 
investment  of  deposits,  subject  to  the  retention  at  the  disposal  of 
the  officers  who  have  the  Control,  management  or  administration 
of  any  deposits  of  such  reasonable  working  balances  as  may  be 
approved  by  the  Minister  of  Finance.  The  Commissioners  are 
empowered  to  sell  or  otherwise  dispose  of  securities  held  by  them 
as  investments  whenever  they  may  think  it  advisable  to  do  so  in 
the  public  interest.'^ 

The  accounts  of  the  financial  transactions  of  the  Commissioners 
are  to  be  kept  in  the  Treasury.  As  soon  as  possible  after  the  close 
of  each  financial  j^ear  the  Treasurj^  is  to  prepare  and  transmit  to  the 
Controller  and  Auditor-General  accounts  showing  the  amounts  due 
by  the  Commissioners  in  respect  of  each  sinking  fund  and  of  each 
class  of  deposits  controlled  by  the  Commissioners,  and  showing  also 


?Act  18  of  1911,  sec.  2.  4  Act  18  of  1911,  sees.  4,   5,   and   6. 

3  Ihid,  sec.  3.  5  Ibid,  sees.   9  and   12. 
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the  investments  held  by  them  in  respect  thereof.  Any  profit  earned 
by  the  Commissioners  in  connection  with  their  transactions  in  any 
financial  year  is  to  be  payable  to  the  Consolidated  Revenue  Fund, 
and  any  loss  incurred  by  them  is  to  be  chargeable  to  that  fund." 

Consolidated  Revenue  Fu7id. — In  accordance  with  the  provisions 
of  the  Union  Constitution,  a  Consolidated  Revenue  Fund  was 
instituted,  into  which  are  paid  all  revenues  raised  or  received  by 
the  Union  Government  other  than  the  revenues  from  the  admin- 
istration of  the  railways,  ports,  and  harbours,  which  are  paid  into 
a  fund  designated  the  Railways  and  Harbours  Fund.' 

The  Consolidated  Revenue  Fund  comprises  the  Revenue  Account 
and  the  Loan  Account,  the  former  being  credited  with  all  moneys 
received  from  revenue  proper,  the  latter  with  moneys  derived  from 
the  raising  of  loans,  together  with  the  following  receipts  : 

(a)  moneys  received  in  respect  of  the  sale  of  Crown  Lands  ; 

(6)  moneys  received  in  respect  of  the  proceeds  of  the  realization 
of  assets  originally  purchased  from  the  loan  account ; 

(c)  moneys  received  in  respect  of  the  repayment  of  advances  or 

loans  made  from  the  loan  account  ; 

(d)  moneys  accruing  to  the  Crown  under  any  lease  or  other  con- 

tract disposing  of  a  right  to  mine  for  precious  or  base  metals, 
to  the  extent  to  which  such  moneys  exceed  the  amount 
payable  in  respect  of  any  claim  licence  or  taxation  which 
would  have  been  paid  to  the  Crown  if  the  right  leased  or 
disposed  of  or  the  profits  derived  from  the  mining  had  been 
by  law  subject  to  the  payment  of  such  licence  money  or 
taxation  ; 

(e)  such  sums  as  by  vote  of  Parliament  may  be  directed  to  be 

so  placed." 
Exchequer  Account. — Provision  has  been  made  for  a  bank  account 
entitled  "  The  Account  of  the  Exchequer  of  the  Union  of  South 
Africa,"'  into  which  are  paid  all  sums  payable  to  the  Consolidated 
Revenue  Fund  and  all  sums  lawfully  borrowed. 

Receipt  and  Custodij  of  Revenues. — All  revenues  are  to  be  accounted 
for  by  principal  receivers  of  revenue,  and  for  this  purpose  revenues 
are  classified  under  four  main  divisions  : 

(a)  revenue  from  Customs  and  Excise,  to  be  accounted  for  by 

the  Commissioner  of  Customs  and  Excise  ; 
{b)  revenue    from    Posts,    Telegraphs,    and    Telephones,    to    be 
accounted  for  by  the  Postmaster-General  ; 


^  Ibid,  sec.   13.  8  Act  22  of   1917,  sec.   3. 

7  S.A.  Act,  sec.   117.  9  Act  21  of  1911.  sec.  22  (1). 
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(c)  Inland  Revenue,  to  be  accounted  for  by  the  Commissioner  for 

Inland  Revenue  ; 

(d)  proceeds   of    loans  raised  and  other  loan    revenues,   to  be 

accounted  for  by  the  Secretary  for  Finance/" 

The  Commissioner  for  Customs  and  Excise  and  the  Commissioner 
for  Inland  Revenue  are  to  credit  all  revenues  and  other  moneys 
collected  by  their  departments  to  a  bank  account  entitled  the 
"  Customs  and  Excise  Account  "  and  the  "  Inland  Revenue  Ac- 
count "  respectively.  At  the  end  of  each  business  day  they  are  to 
transfer  from  those  accounts  to  the  Exchequer  Account  the  amounts 
banked  during  the  day,  after  deduction  of  the  payments  for  draw- 
backs, repayments,  or  discounts  which  the  departments  under  their 
control  may  be  subject  to. 

The  Postmaster-General  is  to  pay  all  revenues  and  other  public 
moneys  collected  by  his  department  and  all  deposits  made  with 
him  to  the  credit  of  an  account  to  be  kept  at  the  bank  entitled  the 
"  Postmaster-General's  Account."  The  growing  balances  of  this 
account  are  available  for  meeting  the  drawbacks,  repayments,  and 
discounts  to  which  the  postal  receipts  may  be  liable,  and  in  addition 
for  meeting  temporarily  the  current  liabilities  of  the  department, 
provided  that  the  amount  of  all  disbursements  made  from  the 
account  to  meet  the  cost  of  administration  of  the  department  is  to 
be  repaid  as  soon  as  possible  out  of  the  moneys  provided  by  Parlia- 
ment for  such  services  ;  and  the  Postmaster-General  is  to  make 
transfers  out  of  the  growing  balances  on  the  "  Postmaster-General's 
Account  "  to  the  credit  of  the  Exchequer  Account. 

The  proceeds  of  all  loans  raised  are  to  be  lodged  in  the  Exchequer 
Account  provided  that  in  the  case  of  loans  raised  in  the  United 
Kingdom  the  proceeds  thereof  are  to  be  paid  by  the  High  Commis- 
sioner to  his  official  account  at  the  bank  in  London,  and  the  amount 
thereof  is  to  be  entered  into  the  Exchequer  Account  in  the  Treasury 
books  upon  the  receipt  by  the  Treasury  of  advice  from  the  High 
Commissioner. 

Recoveries  of  advances  are  to  be  paid  to  the  credit  of  the  account 
(revenue  or  loan,  as  the  case  may  be)  from  which  the  advances 
were  made.^^ 

Collection  of  Revenues. — The  responsibility  for  the  collection, 
custody,  banking,  and  management  of  revenues  is  vested  in  the 
principal  receivers  thereof.  Principal  receivers  of  revenue  are  per- 
sonally responsible  for  the  prompt  and  effective  collection  of  all 

10  Financial  Regulations,  p.  8.  "  Financial  Regulations,  p.  8. 
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revenues  placed  under  their  control,  <and  for  duly  accounting  there- 
for. No  irrecoverable  revenue  is  to  be  written  off  without  Treasury 
Authority,  but  in  special  circumstances,  where  such  a  course  may 
seem  to  be  in  the  interests  of  the  public  service,  the  Treasury  may 
delegate  to  principal  receivers  and  accounting  officers,  authority  to 
write  off  revenues  under  their  control  that  may  be  found  to  be 
irrecoverable. 

The  accounts  of  principal  receivers  of  revenue  are  to  show  the 
gross  amount  of  revenues  collected,  the  sums  paid  out  by  way  of 
refunds,  and  the  net  amount  due  to  the  Exchequer  Account. 

Revenues  and  other  public  moneys  are  payable  in  cash,  in  the 
following  forms  : 

(a)  Bankers'  drafts. 

(6)  Cheques  marked  by  a  banker. 

(c)  Post  Office  money  orders. 

(d)  Postal  orders. 

Returns  of  Revenue. — The  Commissioner  of  Customs  and  Excise,  the 
Commissioner  for  Inland  Revenue,  and  the  Postmast?r-General 
are  each  to  render  to  the  Controller  and  Auditor-General  at  the  end 
of  every  month  an  account  showing  : 

(1)  the  general  heads  and  each  sub-head  of  revenue  collected  ; 

(2)  all  non-revenue  receipts,  classified  according  to  their  indivi- 

dual accounts  : — 

(a)  the  gross  receipts  during  the  month  ; 
(6)  the  refunds  for  drawbacks,  repajmients,  or  discounts  ; 
(c)  the  net  receipts  ; 

(f/)  the  total  net  receipts  from  the  commencement  of  the 
financial  year. 
As  soon  as  possible  after  the  close  of  the  financial  year,  these 
three    principal    receivers    of   revenue   are    to   furnish    statements 
showing  : 

(1)  for  that  financial  year,   under  each  head  and  sub-head  of 

revenue  appearing  in  the  estimates,  the  gross  amount  col- 
lected in  his  department,  the  disbursements  in  drawbacks, 
repayments,  and  discounts,  and  the  net  amount  due  to  the 
Exchequer  ; 

(2)  a  comparison  between  the  actual  and  the  estimated  revenue, 

and  between  the  revenues  of  the  two  last  completed  financial 
years  under  each  head,  together  with  explanations  of  the 
increases  and  decreases  ; 

(3)  the  amount  of  revenue  outstanding  at  the  close  of  the  financial 

year  under  each  head  ; 
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(4)  the  amounts  written  off  as  irrecoverable  during  the  financial 
year. 

All  fees  received  by  officers  in  their  official  capacities  arc  to  be 
paid  into  the  revenue  account,  unless  such  fees  are  assigned  by 
proper  authority  as  personal  remuneration.  A  note  of  the  fees  so 
assigned  as  personal  remuneration  is  to  appear  in  the  estimates. ^- 

Administration  of  Expenditures. — Accounting  Officers  are  respons' 
ible  for  the  general  financial  administratiori  of  the  votes  or  funds  in 
their  charge.  The  accountant  or  clerk  in  charge  of  accounts  of  each 
department  is  responsible  to  the  accounting  officer  for  keeping  the 
various  accounts,  for  the  accuracy  of  those  accounts,  and  for  tlie 
safe  custody  of  the  public  money  entrusted  to  him.  He  is  to  prepare 
requisitions  upon  the  Treasury  for  funds  necessary  to  meet  expend- 
iture chargeable  to  the  various  votes  of  his  department,  and  to 
prepare  drafts  for  payment. 

Issues  to  sub-accountants  are  to  be  made  by  accounting  officers 
by  draft,  and  such  issues  are  to  be  regarded  as  being  of  the  nature 
of  advances  to  be  accounted  for  monthly  to  the  accounting  officer, 
and  are  Jiot  to  be  treated  as  final  charges  until  they  have  been  ac- 
counted for  and  vouchers  furnished  in  support  of  the  expenditure. 

The  official  banking  accounts  of  accounting  officers  are  to  be  witli 
the  Paymaster-General.  In  any  case  where  it  is  deemed  to  be 
essential  that  an  officer  should  be  allowed  to  open  an  official  account 
with  any  bank  tlie  written  authority'  of  the  Treasury  must  first  be 
obtained,  and  the  requisite  instructions  shall  be  issued  to  the  bank 
by  the  Treasury. 

Accounting  officers  are  provided  with  such  banking  accounts  with 
the  Paymaster-General  as  the  Treasury  may  deem  necessary,  such 
as  {a)  "  Vote  "  accounts,  to  which  are  to  be  credited  all  moneys 
received  relating  to  voted  services  and  on  which  are  to  be  drawn  all 
warrant  vouchers  in  respect  of  payments  for  voted  services,  and 
(6)  "  Deposit  "  accounts,  to  which  are  to  be  paid  all  revenues  and 
other  moneys  received  by  accounting  officers  which  have  no  re- 
lation to  voted  services  and  from  which  are  to  be  paid  all  disburse- 
ments in  respect  of  such  moneys.^  ■ 

I Titer -departmental  Services. — Any  department  requiring  a  service 
which  another  department  is  specially  charged  to  perform  is  to 
requisition  on  that  department  for  the  performance  of  the  service, 
but  the  Treasury  may  authorise  a  deviation  from  this  regulation  in 
special  cases  where  it  can  be  shown  that  the  service  can  be  otherwise 


12  Financial  Regulations,  pp.  10&  11.  ^i  Ibid,  pp.   12,   13  and  23. 
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more  economically  performed.  All  departments  are  to  obtain  al' 
stationery  and  printing  required  by  them  from  the  Printing  and 
Stationery  Department,  and  all  furniture,  cleaning  materials,  etc., 
from  the  Public  Works  Department.  If,  in  cases  of  urgency,  such 
articles  have  to  be  purchased  direct,  the  accounts  are  to  be  sub- 
mitted to  either  of  those  departments,  or,  if  already  paid,  the  cost 
is  to  be  recovered  from  the  appropriate  votes  of  those  departments 
upon  the  paid  vouchers.^* 

(2)  Raihvay  and  Harbour  Finance. 

The  Union  Constitution  provided  for  the  institution  of  a  Railway 
and  Harbour  Fund,  into  which  are  to  be  paid  all  revenues  raised  or 
received  by  the  Union  Government  from  the  administration  of  the 
Railways,  Ports,  and  Harbours.^' 

The  Railway  and  Harbour  Fund  comprises  a  Revenue  Account 
and  a  Capital  Account.  Capital  expenditure  is  mainly  financed 
from  Loan  Fund  Moneys,  that  is  to  say,  moneys  obtained  by  the 
flotation  of  loans  in  the  open  market  by  the  Union  Government. 
These  loans  have  as  security  to  the  investors  the  entire  assets  of  the 
Union,  and  the  proceeds  of  the  amounts  realized  are  retained  by 
the  Treasury.  The  Railway  and  Harbour  Administration  obtains 
what  it  requires  in  regard  to  capital  expenditure  from  the  Treasury 
in  such  sums  and  at  such  times  as  are  considered  to  be  most  econom- 
ical, and  it  has  no  liability  in  respect  of  the  cost  of  raising  loans  or 
discount  expenses  in  connection  with  the  flotation  of  loans.  Such 
expenses  are  wholly  defrayed  by  the  Treasury,  jointly  with  expenses 
for  meeting  the  requirements  for  public  works  and  other  purposes 
served  by  loans. ^" 

The  railways  and  harbours  constitute  an  independent  service  of 
the  Union  Government,  their  finances  being  administered  entirely 
separate  from  those  of  other  government  departments.  The 
railway  and  harbour  budget  is  prepared  and  presented  to  Parlia- 
ment by  the  Minister  of  Railways  and  Harbours,  and,  unlike  other 
Departments  of  State,  the  Department  of  Railways  and  Harl)ours 
does  not  come  under  the  control  of  the  Minister  of  Finance.  It  is 
only  when  the  Railways  and  Harbours  Administration  requires 
additional  loan  funds  for  railway  construction  and  other  capital 
works  that  the  Minister  of  Finance  is  consulted,  as  he  has  to  provide 
the  necessary  funds  from  the  Loan  Account. 

"Financial  Regulations,  pp.  21  &  22.  is  O.Y.B.   1919.  p.   795. 

15  S. A.  Act,  sec.   117. 
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(3)  Provincial  Finance. 

In  respect  of  provincial  revenues,  provision  was  made  in  the 
Union  Constitution  for  a  Provincial  Revenue  Fund  in  every  province, 
into  which  are  to  be  paid  all  revenues  raised  by  or  accruing  to  the 
Provincial  Council  and  all  moneys  paid  over  by  the  Union  Govern- 
ment to  the  Provincial  Council/^  such  as  the  subsidies,  the  revenues 
assigned  by  Parliament  to  the  Province,  and  the  advances  from  the 
Union  Treasury  in  respect  of  the  capital  expenditure  of  the  Province. 

Funds  for  the  capital  or  non-recurrent  expenditure  of  the  Prov- 
inces are  advanced  by  the  Union  Treasury,  acting  under  the  sanction 
of  Parliament,  at  a  rate  of  interest  not  exceeding  five  per  cent,  per 
annum,  being  repayable  in  half- yearly  instalments  extending  over 
a  period  of  not  less  than  15  nor  more  than  40  years.  The  provincial 
debt  is  thus  a  part  of  the  Union  debt,  the  provincial  loans  being 
included  in  the  investment  account  of  the  Union  Government. 


S.A.  Act  sec.  89. 


CHAPTER   3. 

Budgetary  Procedure. 

(1)   Union  Budget. 

The  budget  statement  in  respect  of  the  finances  of  the  Union 
(excluding  Railways  and  Harbours)  is  delivered  by  the  Minister  of 
Finance  in  the  Legislative  Assembly  towards  the  end  of  the  financial 
year,  namely,  in  March  of  each  year,  and  is  introduced  by  way  of  a 
motion    "  that  the  House  go  into   Committee  of  Supply  upon  the 

estimates  of  expenditm'e  for  the  financial  year "     The  main 

purpose  of  the  Budget  Statement  is  to  inform  Parliament  of  the 
financial  position  of  the  country  for  the  year  about  to  close 
and  of  the  estimated  position  for  the  ensuing  year  based  upon 
figures  which  are  furnished  by  the  principal  receivers  of  revenue 
and  accounting  officers. 

In  the  preparation  of  the  Budget  the  following  officials  are 
concerned  : 

Minister   of   Finance. 

I 
Secretary  for  Finance. 


Principal  Receivers  of  Revenue.  Accounting    Officers   for   Expend i- 

(1)  Conunissioner  of  Customs  and  Excise.  ture  Votes. 

(2)  Commissioner  for  Inland  Revenue. 

(3)  Postmaster-General. 

The  principal  receivers  of  revenue  are  the  permanent  heads  of  the 
three  revenue-collecting  departments.  The  accounting  officers  for 
the  expenditm-e  votes  are  not  necessarily  the  permanent  heads  of 
the  various  departments,  but,  generally  speaking,  these  officers 
undertake  the  responsibility  for  their  votes.  In  fact,  there  are  only 
two  cases  where  officials  other  than  the  head  of  the  department 
concerned  fulfil  the  obligations  of  accounting  officer,  namely,  the 
Under  Secretary  in  the  case  of  the  Treasury  and  the  Chief  Inspector 
in  the  case  of  tlie  Control  and  Audit  Office. 

The  estimates  of  revenue  for  each  financial  year  are  to  be  sub- 
mitted to  the  Treasury  by  the  principal  receivers  of  revenue,  who 
are  to  show  under  the  various  heads  : 

(a)  the  anticipated  revenue  for  the  ensuing  financial  year  ; 
(6)  the  estimates  of  revenue  for  the  expiring  financial  year  ; 
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(c)  a  forecast  of  the  revenues  that  will  be  received  during  the 

expiring  financial  year  ; 

(d)  the  actual  receipts  for  the  preceding  financial  year.^ 

The  di-aft  estimates  of  expenditure,  including  expenditure  upon 
loan  services,  are  to  be  prepared  by  the  accounting  officer  of  each 
vote,  who  is  responsible  for  furnishing  all  the  information  necessary 
in  connection  therewith.  The  following  data  are  to  be  inserted 
against  each  salary  item  under  the  sub-head  "  Salaries,  Wages, 
and  Allowances  "  : 

(a)  the  number  of  officers  for  whom  provision  has  been  made  ; 
(6)  the  number  of  officers  provided  for  on  the  estimates  of  the 

expiring  financial  year  ; 
(c)  the  description  and  amount  of  any  allowances  other  than 
local  or  climatic  allowances  drawn  by,  and  of  any  free  services 
granted  to,  any  officer  of  the  administrative  and  clerical 
service. 
The  approval  of  the  Treasury  is  required  for  the  inclusion  in  the 
draft  estimates  of  : 

(a)  any  addition  to  the  number  of  officers  (permanent  or  tem- 
porary) provided  for  in  the  estimates  for  the  expiring  year  ; 
(6)  any  increase  in  the  salaries  of  existing  officers  other  than  the 
ordinary  increments  attached  to  their  scales  or  authorised 
rates  of  remuneration  ; 
(c)  any  new  work  or  service  and  any  increase  in  the  authorised 

provision  for  any  existing  work  or  service. 
All  programmes  of  new  works  for  which  provision  has  to  be  made, 
whether  upon  revenue  or  loan  votes,  are  to  be  submitted  in  advance 
of  the  estimates  by  accounting  officers  to  the  Ministerial  Head  of 
the  Department,  who  is  to  refer  them  to  the  Treasury,  and  the 
Treasury  again,  after  examination,  is  to  submit  them  for  the  instruc- 
tions of  Ministers. 

The  draft  estimates  of  expenditure  for  each  department  within  a 
ministerial  division  are  to  be  submitted  to  the  Treasury  by  the 
permanent  heads  of  ministerial  divisions,  and  the  final  estimates 
are  to  be  presented  to  Parliament  by  the  Minister  of  Finance. - 

Revised  Estimates. — Toward  the  close  of  the  third  quarter  of  the 
fiscal  year,  namely,  in  December,  the  Treasury  calls  upon  the  prin- 
cipal receivers  of  revenue  and  the  accounting  officers  to  submit 
revised  estimates  of  revenue  and  expenditure  for  the  current  fiscal 
year,  together  with  memoranda  explaining  the  reason  for  any  varia- 
tions that  may  have  occurred  between  the  original  estimate  and  the 

1  Financial  Regulations,  p.  7.  2  Financial  Regulations,  p.   6. 
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revised  estimate.  When  these  estimates  are  received  in  the  Treasury, 
they  are  carefully  examined  in  detail  and  such  criticism  is  made 
upon  the  variations  as  may  be  demanded  by  the  circumstances  of 
each  case.  Thereafter,  statements  are  prepared  showing  the  total 
revenue  to  be  received  and  the  total  issues  to  be  made.  When  these 
have  been  completed,  the  financial  position  on  the  revenue  account, 
as  distinguished  from  the  loan  (or  capital)  account,  will  disclose 
whether  there  is  an  estimated  surplus  of  revenue  over  expenditure 
or  a  deficit  in  respect  of  that  fiscal  year. 

Budget. — In  his  budget  statement  the  Minister  of  Finance  deals 
comprehensively  with  the  position  thus  disclosed,  mentioning 
the  improvement,  or  otherwise,  of  imports  and  exports  as  a  whole 
and  South  African  produce  in  particular,  the  mining  industry,  manu- 
factures, etc.  The  causes  of  the  fluctuations,  if  any,  in  the  revenue 
received  from  customs  and  excise,  gold,  diamonds,  income  tax, 
posts,  telegraphs  and  telephones,  etc.,  are  also  explained.  If  expen- 
diture has  exceeded  the  original  estimate  and  further  supply  is 
required,  the  Minister  is  to  explain  to  the  House  the  necessity  for 
additional    moneys. 

The  disposal  of  any  ascertained  surplus  at  the  close  of  the  finan- 
cial year  is  provided  for  by  statute  and  is  to  be  utilised  to  redeem 
public  debt.  In  the  event  of  a  deficit  being  foreshadowed  when  the 
revised  figures  are  received  in  December,  every  effort  is  made  to 
curtail  expenditure,  more  especially  on  services  that  may  be  termed 
"  unessential  "  in  order  to  avoid  such  contingency.  During  the  first 
decade  of  the  Union  (1910-20)  there  was  a  deficit  in  only  one  yeai' 
(1914-15),  and  that  was  due  to  the  violent  disturbance  in  revenue 
occasioned  by  the  outbreak  of  the  European  War  and  the  South 
African  Rebellion.  That  deficit  was  charged  to  the  Loan  Account 
in  view  of  the  fact  that  surpluses  are  utilised  to  redeem  debt. 

The  next  item  to  be  dealt  with  in  the  budget  statement  is  the 
position  for  the  ensuing  financial  year  when  the  Government  avails 
itself  of  the  opportunity  of  expressing  its  financial  policy.  If  a 
deficit  is  forecasted,  the  Minister  informs  Parliament  of  its  proposals 
in  regard  to  meeting  this  deficit.  This  may  take  the  form  of  imposing 
more  taxation  or  increasing  the  rates  of  existing  taxes  or,  if  only  a 
comparatively  small  deficit  is  budgetted  for,  making  no  provision  for 
the  deficit  in  the  hope  that  the  revenue  may  improve  or  that  expendi- 
ture may  be  reduced.  There  is  another  expedient,  namely,  that  of 
transferring  to  the  revenue  account  the  proceeds  of  certain  taxes, 
or  other  income,  which,  in  the  ordinary  course  of  events,  would  be 
credited  to  the  loan  account.     On  the  other  hand,  if  a  surplus  is 
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anticipated,  the  Government  may  decide  to  abolish  certain  taxes 
or  to  give  rebates  or  reductions  upon  existing  taxation  or  to  allow 
the  surplus  to  materialise  for  the  redemption  of  debt. 

Upon  the  completion  of  the  review  of  the  finances  in  respect  of 
the  revenue  (or  current)  account,  the  Minister  deals  in  a  similar 
manner  with  the  Loan  Account,  which  provides  for  the  capital 
expenditure  upon  railways,  harbours,  telegraphs,  telephones, 
buildings,  irrigation  works,  capital  required  for  advances  by  the 
Land  Bank,  etc.  The  interest  on  these  investments  is  credited  to 
the  revenue  account,  but  realisations  and  repayments  of  capital  are 
credited  to  the  loan  account. 

When  the  Minister  has  concluded  his  statement,  the  House  of 
Assembly  is  at  liberty  to  discuss  it.  After  the  discussion  is  com- 
pleted the  Minister  replies  to  the  debate,  and  thereafter  the  motion 
"  that  the  House  go  into  Committee  of  Supply"  is  put.  If  accepted, 
the  House  resolves  itself  into  "  Committee  of  Supply,"  when  each 
expenditure  vote  is  considered  and  debated  until  all  votes  are 
passed  by  the  House.  A  Bill — the  Appropriation  Act — is  then 
brought  up  by  the  Committee  embodying  the  amounts  included  in 
the  estimates  of  expenditure.  When  this  Bill  has  been  passed  by 
the  Legislative  Assembly  it  is  transmitted  to  the  Senate  for  its 
concurrence.  Upon  the  introduction  of  the  Bill  in  the  Senate, 
the  Minister  of  Finance  gives  a  resume  of  the  budget  statement 
made  in  the  House  of  Assembly.  The  Bill  is  debated,  and  if  passed 
through  the  usual  three  readings  it  is  returned  to  the  House  of 
Assembly  with  a  notification  that  the  Bill  is  concurred  in.  It  is  then 
transmitted  to  His  Excellency  the  Governor-General  for  his  assent 
and  this  completes  the  necessary  legislative  action  upon  the  Govern- 
ment's proposed  financial  measures  for  the  year. 

The  statement  of  revenue  to  be  collected,  which  is  presented  to 
Parliament,  is  not  dealt  with  by  the  legislature,  except  in  debate,  as 
it  only  embodies  the^  amounts  estimated  to  be  received  from  sources 
of  taxation  imposed  by  statute. 

Pending  the  passing  of  the  main  Appropriation  Act  which  may 
take  two  or  three  months  to  go  through  both  Houses  of  Parlia- 
ment, from  the  date  of  the  budget  speech,  a  Partial  Appropriation 
Act  is  passed  which  authorises  exjDenditure  in  the  new  year  upon  the 
basis  of  the  expenditure  of  the  financial  year  just  closing.  The 
power  granted  under  these  bills  lapses  upon  the  passing  of  the  main 
appropriation  bill. 


BUDGETARY  PROCEDURE. 


20: 


(2)  Railway  and  Harbonr  Budget. 

Provision  was  made  in  the  Union  Constitution  for  an  independent 
railway  and  harbonr  budget.  The  budget  statement  in  respect  of  the 
finances  of  the  railways  and  harbours  is  delivered  by  the  Minister  of 
Railways  and  Harbours  in  the  Legislative  Assembly,  at  about  the 
same  time  that  the  Union  budget  statement  is  delivered  by  the 
Minister  of  Finance.  The  budgetary  procedure  is  practically  identi- 
cal with  that  in  the  case  of  the  Union  budget,  the  House  resolving 
to  go  into  "  Committee  of  Suppl}^  "  and  considering  the  estimates  of 
expenditures,  ordinary  and  capital,  item  by  item. 

(3)  Provincial  Budgets. 

Provincial  budgets  are  submitted  to  the  Provincial  Councils 
by  the  Administrators  of  the  respective  provinces,  the  Council 
resolvuig  itself  into  Committee  of  the  whole  and  voting  upon  each 
item  of  expenditure. 

The  final  stage  is  the  passing  of  the  Appropriation  Ordinance  by 
the  Council,  the  procedure  being  virtually  the  same  as  in  the  case 
of  the  Union  budget. 


CHAPTER   4. 

Control  or  the  Finances. 
(1)   Union  Finance. 

The  control  of  the  finances  of  the  Union  (exclusive  of  railway 
and  harbour  finance)  resolves  itself  into  four  stages  : 

(1)  the  power  of  appropriation  vested  in  the  Union  Parliament  ; 

(2)  the   control  over  the   issues  from  the   Exchequer  exercised 

by  the  Union  Treasury  and  the  Controller  and  Auditor- 
General  ; 

(3)  the  audit  of  the  accounts  of  the  Union  Government  conducted 

by  the  Controller  and  Auditor-General ; 

(4)  the  examination  of  the  annual  report  of  the  Controller  and 

Auditor-General  and  the  reports  of  the  institutions  in  receipt 
of  grants  from  the  Government,  by  the  Public  Accounts 
Committee  of  the  Union  Parliament. 

Ajjj^ropriation. — The  Union  Parliament  is  entrusted  with  the 
power  of  appropriation,  not  only  in  respect  of  the  ordinary  ex- 
penditures but  also  the  capital  or  non-recurrent  expenditures  of 
the  Union  Government.  Parliament  resolves  itself  into  "  Com- 
mittee of  Supply  "  and  considers  each  expenditure  vote  (estimate) 
until  all  votes  are  passed.  Subsequently,  the  Appropriation  Bill 
is  introduced  and  the  appropriations  are  voted  on  item  for  item. 

The  charges  upon  the  Revenue  and  Loan  Accounts  are  thus 
provided  for  by  annual  appropriation  acts,  and  it  is  only  under  the 
authority  of  such  an  act  that  a  withdrawal  from  the  Consolidated 
Revenue  Fund  can  take  place. ^ 

Issues  from  the  Exchequer. — Issues  on  account  of  voted  services 
are  to  be  credited  to  accounting  officers  by  the  Treasury  upon 
their  requisitions,  which  are  to  be  submitted  in  such  form  and 
at  such  times  as  may  be  prescribed.  The  total  issues  on  account 
of  any  vote  are  not  to  exceed  the  total  of  the  vote  as  authorised  by 
Parliament  unless  a  special  warrant  has  been  granted  by  the 
Governor-General. 

No  accounting  officer  (with  the  exception  of  the  Postmaster- 
General)  is  to  meet  expenditure  chargeable  against  voted  services 
in  excess  of  the  sums  credited  to  him  from  time  to  time  by  the 
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Treasury  by  drawing  upon  revenue  or  deposit  moneys  in  his  hands, 
and  any  sum  temporarily  advanced  out  of  accruing  revenue  by 
the  Postmaster-General  is  forthwith  to  be  repaid  to  revenue  out 
of  the  amount  credited  to  him  by  the  Treasury. 

When  issues  have  been  sanctioned  to  meet  the  requisitions  of 
accounting  officers,  each  accounting  officer  is  to  be  notified  by 
the  Treasury  of  the  credit  that  has  been  granted  to  him  with  the 
Paymaster-General  in  respect  of  each  vote.  When  a  credit  has  been 
notified  by  the  Treasury  to  an  accounting  officer,  he  may  draw 
on  the  Paymaster-General  against  that  credit.  Requisitions  for, 
and  issues  on  account  of,  voted  moneys  are  to  be  strictly  limited 
to  amounts  required  for  expenditure  within  the  period  covered 
by  the  requisition.  No  issue  is  to  be  made  from  the  Exchequer 
after  the  last  day  of  a  financial  year  under  any  credit  granted  in 
the  financial  year  ending  on  that  date  ;  provided  that  an  accidental 
overdraft  by  an  accounting  officer  on  his  account  with  the  Pay- 
master-General may  be  adjusted  after  the  close  of  the  financial 
year  by  an  issue  from  the  Exchequer  if  there  are  available  balances 
upon  the  votes  concerned.- 

With  a  view  to  economising  the  public  balances  the  Treasury 
is  to  restrict  the  sums  to  be  issued  or  transferred  from  time  to  time 
to  the  credit  of  the  accounts  of  accounting  ofiicers  to  such  total 
sums  as  the  Treasury  may  consider  necessary  for  conducting  the 
current  payments  for  the  public  service  entrusted  to  accounting 
ofiicers.^ 

When  any  revenues  have  been  appropriated 'by  law  for  any 
specific  purposes  the  Governor-General  may,  by  warrant  under 
his  hand,  authorise  and  require  the  Treasury  to  issue  to  the  ac- 
counting officers  concerned,  out  of  the  credits  on  the  Exchequer 
Account  to  be  granted  to  the  Treasury  by  the  Controller  and 
Auditor-General,  the  sums  which  may  be  required  from  time  to 
time  to  meet  the  cost  of  the  said  purposes,  not  exceeding  the  total 
of  the  moneys  so  appropriated.  If,  however,  it  appears  to  the 
Governor-General  to  be  necessary  in  the  public  interest  that  an 
issue  should  be  made  from  the  Exchequer  Account  to  defray  un- 
foreseen expenditure  of  a  sj)ecial  character  which  is  not  provided 
for  in  an  Appropriation  Act,  and  which  cannot,  without  serious 
injury  to  the  public  interest,  be  postponed  until  adequate  provision 
can  be  made  therefor  by  Parliament,  or  to  meet  an  excess  on  a 
vote  of  Parliament,  the  Governor-General  may,  by  special  warrant 

;  Financial  Regulations,  pp.   11-12.  3  Act  21  of  1011,  sec.  22. 
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under  his  hand,  and  in  anticipation  of  the  approval  of  Parliament, 
authorise  the  Treasury  to  issue  to  the  accounting  officers  concerned 
the  amounts  required  ;    provided  that  : 

(a)  the  total  sum  authorised  in  anticipation  of  Parliamentary 
approval  is  not  at  any  time  to  exceed  £300,000  ; 

(6)  the  sums  issued  are  to  be  submitted  for  appropriation  by  Par- 
liament not  later  than  during  the  following  session,  if 
Parliament  is  not  in  session  at  the  time  ; 

(c)  no  contract  involving  expenditure  in  excess  of  an  amount 
of  £10,000  upon  any  work  or  building,  for  which  provision  is 
not  made  in  a  vote  of  Parliament  or  by  a  special  warrant,  is 
valid  or  bmding  upon  the  Government  until  it  has  lain 
for  one  month  upon  the  table  of  the  House  of  Assembly 
without  disapproval.^ 

All  amounts  issued  from  the  Exchequer  Account  out  of  the 
credits  granted  to  the  Treasury  by  the  Controller  and  Auditor- 
General  are  to  be  credited  by  the  bank  to  the  Paymaster-General's 
Account,  and  by  the  Treasury  in  its  records  of  the  said  account  to 
the  accounting  officers  responsible  for  the  votes  or  services  affected."^ 

If  at  any  time  it  appears  that  the  moneys  in  the  Revenue  Account 
are  likely  to  be  insufficient  to  defray  the  authorised  charges  upon 
that  account,  the  Treasury  is  to  prepare  and  submit  to  the  Con- 
troller and  Auditor-General  a  statement  showing  the  amount  of  the 
estimated  deficiency,  and  if  he  is  satisfied  that  there  is  a  likelihood 
of  such  a  deficiency  arising,  he  is  to  certify  the  amount  thereof, 
whereupon  the  Treasury  may  obtain  advances  by  means  of  Treasury 
bills  or  otherwise.  All  such  advances  are  to  be  placed  to  the  credit 
of  the  Exchequer  Account  and  are  to  be  available  for  issues.  The 
principal  of  any  such  advances  together  with  the  interest  thereon 
are  to  be  repaid  out  of  the  growing  balance  of  the  Exchequer 
Account.*' 

The  provision  for  expenditure  included  in  any  Appropriation  Act 
or  in  any  Special  Warrant  is  not  to  be  deemed  to  confer  upon 
accounting  officers  authority  to  expend  the  full  amount  of  the  sums 
so  granted,  but  are  to  be  regarded  as  indicating  the  maximum 
amount  that  may  be  devoted  to  the  services  specified  ;  and  it  is 
within  the  power  of  the  Treasury  to  limit  or  suspend  expenditure 
provided  in  those  ways  if  the  exigencies  of  the  financial  situation 
render  it  desirable.     All  such  limitations  or  suspensions  of  ex- 

4  Act  21  of  1911,  sec.  26.  6  Act  21  of   1911,  sec.   32. 

5  Ibid,  see.  31. 
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penditure  are  to  be  recorded  in  the  Treasury,  and  the  Controller 
and  Auditor-General  is  to  be  notified  thereof.^ 

Audit. — Provision  has  been  made  for  an  elaborate  system  of 
audit  under  the  direction  of  an  independent  officer,  designated 
the  Controller  and  Auditor-General,  A\hose  appointment  by  the 
Union  Government  was  provided  for  in  the  Union  Constitution. 
This  officer  can  only  be  removed  by  the  Government  when  an 
address  praying  for  such  removal  is  presented  to  the  Governor- 
General  by  both  Houses  of  Parliament.  He  may  indeed  be  tem- 
porarily suspended  by  the  Government  on  the  ground  of  incom- 
petence or  misbehaviour,  when  Parliament  is  not  in  session  ;  but 
in  order  to  be  valid  and  final  such  suspension  requires  the  con- 
firmation of  both  Hou.ses  of  Parliament.  A  full  statement  of  the 
circumstances  is  to  be  submitted  to  both  Houses  of  Parliament 
within  fom'teen  days  after  the  commencement  of  its  next  session. 
If  an  address  is  presented  to  the  Government  by  both  Houses 
])raying  for  the  reinstatement  of  that  officer,  he  is  to  be  reinstated 
accordingly  ;  otherwise  the  Governor-General  shall  declare  the 
office  vacant.^ 

The  Controller  and  Auditor-General  is,  therefore,   independent 
of  the   Government   but  responsible   to  Parliament.     This  is   an 
essential  requisite  of  an  effective  system  of  audit  control.     The 
Auditor-General  is  entrusted  with  the  examination  and  audit  of 
the  accounts  of  all  accounting  officers  and  of  all  persons  responsible 
for  the  receipt,  custody,  or  issue  of  public  moneys,  stamps,  securities 
and  stores. 
It  is  the  duty  of  the  Auditor-General  to  satisfy  himself — 
(a)  that  all  reasonable  precautions  have  been  taken  to  safeguard 
the  proper  collection  of  public  moneys,  and  that  the  laws 
and  regulations  relating  thereto  have  been  duly  observed  ; 
(6)  that  all  issues  and  i)ayments  are  made  in  accordance  with 
the  proper  authority  and  are  supported  by  sufficient  vouchers 
or  proof  of  payment. 

However,  the  Auditor-General  may,  in  the  examination  of  any 
accounts,  admit  and  allow  in  cases  where  it  appears  to  him  to  be 
reasonable  and  expedient,  vouchers  for  any  moneys  expressed 
therein,  although  those  vouchers  are  not  stamped  as  required  by 
law  ;  and  where  a  voucher  is  defective  in  any  respect  or  has  been 
lost  or  destroyed,  the  Treasury,  if  satisfied  Avith  the  explanation 
given  by  the  responsible  officer,  may  make  such  order  as  in  the 


7  Financial  Regulations,  p.   15.  8  S.A.  Act,  sec.   132. 
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circumstances  may  appear  necessary,  either  dispensing  with  the 
production  of  a  voucher  or  otherwise,  and  every  such  order  is 
to  be  accepted  by  the  Auditor-General.^ 

In  the  exercise  of  his  powers  and  duties  the  Auditor-General  may, 
by  notice  in  writing,  require  any  officer  in  the  public  service  to 
appear  before  him  at  a  time  and  place  named  in  the  notice,  and 
to  produce  to  him  all  such  records,  books,  vouchers  and  documents 
in  the  possession  and  control  of  such  officer  as  may  appear 
necessary. 

As  soon  as  possible  after  the  accounts  have  been  closed  in  respect 
of  any  financial  year,  the  Treasury  is  to  prepare  statements  of  : 

(a)  the  Exchequer  Account  ; 
{b)  the  Revenue  Account  ; 

(c)  receipts  and  payments  in  respect  of  loans  ; 
{d)  all  other  funds  of  which  the  Treasury  may  have  charge  ; 
(e)  the  amount  of  the  public  debt  of  the  ITnion  and  the  annual 
charge  thereon  and  showing  also  the  amount  of  debt  created 
and  redeemed  in  the  financial  year  ; 
(/)  the  purposes  to  which  the  public  debt  of  the  Union  has  been 
applied. 
These  statements  are  to  be  transmitted  to  the  Auditor-General  for 
examination. ^° 

Likewise,  within  three  months  after  the  close  of  any  financial 
year,  accounts  of  the  appropriation  of  all  the  services  comprised 
in  any  Appropriation  Act  of  that  financial  year  are  to  be  prepared 
by  the  accounting  officers  and  transmitted  for  examination  to  the 
Auditor-General,  who  is  to  examine  these  '^  appropriation  ac- 
counts "  and  to  transmit  them,  together  with  his  certificate  and 
a  report  signed  by  him,  to  the  Minister  of  Finance,  and  the  Minister 
is  to  present  the  accounts  and  the  report  to  both  Houses  of  Par- 
liament.^^ 

In  reporting  on  the  appropriation  accounts,  the  Auditor-General 
is  to  call  attention  to  : 

(a)  every  case  in  which  it  appears  to  him  that  a  grant  has  been 

exceeded  or  has  been  applied  to  any  service  or  for  any 

purpose  other  than  that  for  which  it  was  intended  ; 

(6)  any  special    question  of  audit  arising  out  of  the  accounts  ; 

(c)  any  expenditure  which  appears  to  him  to  have  been  incurred 

without  the  authority  of  the  Treasury.^- 

9  Act  21  of  1911,  sec.   13.  n  ihid,  sees.   37-40. 

10  Act  21  of  1911,  sec.  36.  i2  Act  21  of   1911,  sec.  41. 
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Summing  up,  then,  the  Controller  and  Auditor-General  is  an 
officer  of  Parliament  independent  of  the  Government,  and  it  is 
his  duty  as  Auditor  to  call  attention  to  any  expenditure  not 
authorised  by  Vote  of  Parliament,  or  any  irregular  or  improper 
expenditure,  or  expenditure  calling  for  special  account.  The 
examination  of  the  Public  Accounts  is  directed  with  a  view  to 
exposing  cases  of  extravagance  and  waste,  preventing  and  detecting 
fraud,  and  securing  sound  accounting  in  accordance  with  recog- 
nised principle.  In  fact,  the  Auditor-General  is  the  watch  dog 
of  Parliament  so  far  as  expendit>ure  is  concerned. 

For  the  purpose  of  conducting  the  audit  of  ili  accounts  of  the 
Union  Government  an  elaborate  establishment,  composed  of 
140  members,  has  been  instituted.  Subject  to  the  Minister  of 
Finance,  the  staff  engaged  in  the  audit  of  accounts  is  under  the 
control  of  the  Controller  and  Auditor-General. 

Public  Accounts  Committee. — The  Public  Accounts  Committee 
is  appointed  regularly  at  the  commencement  of  every  session  of 
Parliament,  and  its  special  work  is  to  examine  the  report  of  the 
Controller  and  Auditor-  General  on  the  expenditures  of  the  Govern- 
ment during  the  preceding  financial  year.  The  aniuial  reports 
of  institutions  which  are  in  receipt  of  grants  from  the  Union  Govern- 
ment are  also  referred  to  the  Committee  for  examination  and 
report; 

The  members  of  the  Public  Accounts  Committee  examine  the 
report  of  the  Auditor-General  in  considerable  detail.  In  going 
through  the  report  on  any  department  they  have  before  them  the 
accounting  officer  for  that  department,  who  is  called  upon  to  explain 
any  matter  which  in  the  opinion  of  the  Committee  requires  ex- 
planation. The  committee  then  reports  to  Parliament  on  all 
matters  brought  up  in  the  report  of  the  Auditor-General  to  which 
in  their  opinion  the  attention  of  Parliament  should  be  directed. 

The  chief  function  of  the  committee  is  to  check  improper  or 
irregular  expenditure,  which  it  does  very  effectively  by  reporting 
to  Parliament  and  thereby  making  such  expenditure  public.  Ac- 
cording to  the  testimony  of  a  former  chairman  of  the  committee, 
there  is  no  Government  in  the  world  where  there  is  less  of  that 
sort  of  expenditure  than  in  South  Africa. 

However,  the  Public  Accounts  Committee  and  the  Controller 
and  Auditor-General  have  no  control  over  any  expenditure  sanc- 
tioned by  Parliament.  If  the  Government  supported  by  Parliament 
is  extravagant,  that  committee  cannot  check  it. 
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Comparison  with  the  United  Kinfjdom. — The  financial  system  of 
the  Union  is  in  its  main  principles  based  upon  that  of  the  United 
Kingdom.     There  are,  however,  two  important  differences  : 

(a)  The  United  Kingdom  has  a  system  of  "  appropriation- 
in-aid,"  which  are  receipts  relative  to  the  particular  vote  in  aid 
of  which  they  are  appropriated.  Thereby  inflation  of  both  sides 
of  the  account  is  avoided,  only  the  net  expenditure  being  shown 
in  the  finance  accounts.  In  the  Union,  however,  such  receipts 
are  credited  to  revenue  and  cannot  be  utilised  without  appropriation 
by  Parliament.  Though  this  has  a  tendency  to  swell  both  the 
receipts  and  expenditure  sides  of  the  account,  it-  is  considered 
that  more  effective  Parliamentary  control  is  obtained  by  this 
method  ; 

(6)  In  the  United  Kingdom  there  is  a  large  amount  of  expenditure 
which  is  a  permanent  charge  upon  the  Consolidated  Fund.  This 
expenditure,  which  is  permanently  approj)riated  by  Act  of  Par- 
liament and  of  which  the  chief  item  represents  public  debt  charges, 
is  not  included  in  the  Supply  Acts,  In  the  Union  all  the  expenditure 
for  the  financial  year  is  included  in  the  annual  appropriation  acts, 
in  order  that  the  financial  position  of  the  countr}^  may  be  clearly 
set  before  Parliament. 

Comparison  with  Canada. — In  the  Dominion  of  Canada  the  same 
jirinciples  are  in  vogue  as  in  the  Union  of  South  Africa,  with  one 
important  exception.  The  Canadian  Government  has  unlimited 
power  to  obtain  by  means  of  a  warrant  of  the  Governor-Greneral 
funds  for  expenditure  over  and  above  that  authorised  by  Parlia- 
ment, whereas  in  the  Union  the  control  in  this  direction  is  much 
more  effective,  a  sum  of  £300,000  being  the  limit  set  to  the  ex- 
penditure which  the  Government  is  permitted  to  make  in  antici- 
pation of  the  sanction  of  Parliament. 

(2)  Railway  and  Harbour  Finance. 

In  respect  of  railway  and  harbour  finance  the  power  of  appro- 
priation is  likewise  vested  in  the  Union  Parliament,  and  provision 
is  also  made  for  unforeseen  expenditure. 

With  a  view  to  enabling  the  Railway  Administration  to  incur 
expenditure  on  such  unforeseen  services  as  cannot  be  postponed 
without  serious  injury  to  the  public  interest  until  adequate  provision 
therefor  can  be  made  by  Parliament,  the  Governor-General  is 
empowered  to  authorise  the  Administration  by  special  warrant 
to  incijr- %ch  .ex|)eriditur^  not  exceeding  in  the  aggregate  the  sum 
of  £,30Q;.00(T  in  one  year,  or  the  amount  by  whicli  the  accrued  earnings 


CONTROL  OF  THE  FINANCES.  213 

of  the  Administration,  calculated  to  the  last  day  of  the  month 
immediately  preceding  the  day  on  which  the  special  warrant  is 
issued,  is  in  excess  of  the  proportion  of  the  earnings  calculated 
to  the  said  day  on  the  basis  of  the  estimate  of  revenues  at  the 
commencement  of  the  financial  year  (in  other  words,  the  amount 
})y  which  the  actual  revenue  exceeds  the  estimated  revenue), 
whichever  amount  is  the  greater.^^  The  amount  allowed  for  un- 
foreseen expenditure  was  increased  to  £500,000  in  1922.'* 

In  a  large  concern  such  as  the  South  African  Railways  there  is 
every  likelihood  of  instances  aii^iing  where  it  is  not  possible  to 
foresee  the  necessity  for  certain  expenditure  being  incurred.  The 
Administration  may  be  confronted  with  an  unprecedented  volume 
of  traffic  to  be  handled  which  could  not  have  been  foreseen,  thereby 
necessitating  an  expenditure  in  running  trains  far  in  excess  of  the 
amount  authorised  by  Parliament.  It  would  be  detrimental  to 
the^  interests  of  the  community  to  wait  until  the  authority  of 
Parliament  could  be  obtained  to  expend  moneys  on  this  service, 
and  for  this  reason  the  latitude  mentioned  is  provided  for. 

In  order  to  facilitate  the  lubrication  of  the  railway  mechanism, 
authority  to  incur  expenditure  at  their  discretion  is  delegated 
to  subordinate  officials,  and  this  is  accomplished  by  fixing  specific 
ajmounts  up  to  which  they  are  authorised  to  incur  expenditure 
without  previously  obtaining  the  sanction  of  the  General  Manager. 
The  amounts  vary  in  every  instance  according  to  what  is  con- 
sidered the  maximum  latitude  that  should  be  allowed  to  these 
subordinate  officials. 

The  railway  and  harbour  finances  are  not  subject  to  the  control 
of  the  Treasury  as  in  the  case  of  the  financial  operations  of  the 
other  State  departments.  The  railways  and  harbours  constitute 
an  independent  organisation,  and  subject  to  the  authority  of  the 
Minister  of  Railways  and  Harbours  the  General  Manager  is  the 
respon,sible  head. 

The  expenditure  of  the  department  of  railways  and  harbours 
is  liable  to  audit  and  examination  by  the  Controller  and  Auditor- 
General.  Within  three  months  after  the  close  of  any  financial  year 
the  accounting  officer  of  the  Railway  and  Harbour  Administration 
is  to  prepare  and  render  to  the  Auditor-General  accounts  and 
statements,  showing  the  true  financial  position  of  the  railways 
and  harbours  in  respect  of  that  financial  year.  The  Auditor- 
General  is  to  certify  that  he  has  examined  the  accounts  and  is 
to  transmit  them  with  his  report  thereqi>-^6^g|^jj]j$l^t'^^Railways 

15  Art    21    of    lit  11.   sec.   4,S. 
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and  Harbours,  who  is  to  present  all  such  accounts  and  reports 
to  both  Houses  of  Parliament.^^  In  this  annual  report  the  Auditor- 
General  is  to  draw  attention  to  expenditure  which  he  considers 
does  not  fall  withm  the  appropriations  authorised  by  ParUament, 
and  also  to  instances  where  the  appropriations  have  been  exceeded, 
which  in  turn  necessitates  Parliament  voting  the  additional  sum 
provided  it  is  satisfied  that  the  expenditure  was  justified. 

The  report  of  the  Auditor-General  on  the  railway  and  harbour 
accounts  is  referred  to  the  Select  Committee  on  Railways  and 
Harbours  for  examination.  This  Committee  is  appointed  at  the 
commencement  of  each  session  of  Parliament.  The  main  function 
of  this  committee,  as  of  the  Public  Accounts  Committee,  is  to  check 
irregular  and  improper  expenditure  by  calling  the  attention  of 
Parliament  thereto. 

(3)  Provincial  Finance. 

In  respect  of  provincial  finance  the  power  of  appropriation  is 
vested  in  the  Provincial  Council,  and  no  money  is  to  be  issued 
from  the  provincial  revenue  fund  except  in  accordance  with  the 
appropriations  authorised  by  the  Council.  However,  the  Ad- 
ministrator of  any  Province  may,  by  special  warrant  under  his  hand, 
authorise  the  issue  of  moneys  from  the  revenue  fund  to  defray 
unforeseen  expenditure  of  a  special  character  which  is  not  provided 
for  in  an  Appropriation  t)rdinance  and  which  cannot  without  serious 
injury  to  the  public  interest  be  postponed  until  adequate  provision 
can  be  made  therefor  by  the  Council,  or  to  meet  an  excess  on  a  vote 
of  the  Council.  The  total  sum  which  an  Administrator  may 
authorise  in  this  way  in  respect  of  any  Province  is  not  at  any  time 
to  exceed  £25,000,  and  the  relative  expenditure  is  to  be  submitted 
to  the  Council  for  appropriation  not  later  than  during  the  following 
session.^'" 

Adequate  provision  is  made  in  the  Union  Constitution  for  the 
audit  of  provincial  accounts.  In  each  Province  there  is  an  auditor 
of  accounts  appointed  by  the  Union  Government.  It  is  the  duty 
of  this  officer  to  examine  and  audit  the  accounts  of  the  province 
to  w^hich  he  is  assigned  subject  to  such  regulations  and  orders 
as  may  be  framed  by  the  Government  and  approved  by  Parliament, 
and  no  warrant  signed  by  the  Administrator  authorising  the  issue 
of  money  is  to  have  effect  unless  it  is  countersigned  by  tlie 
auditor.^' 

15  Act  21  of  1911,  sees,  50-51  and  Act  '^  Act   lU  of  1913,  sec.   17. 

31  of  1916,  see.  16.  >'  S.A.  Act,  sec.  92. 
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The  decade  from  1910  to  1920  has  been  an  exceptionally  unsettled 
period  in  South  African  finance  as  the  result  of  the  operation  of 
several  important  factors.  In  the  first  place,  the  establishment  of 
the  Union  of  the  four  Colonies  in  1910  involved  a  partial  reorgani- 
sation of  the  Colonial  departments.  In  the  case  of  certain  items  of 
expenditure,  such  as  expenditures  on  agricultm'e,  financial  adminis- 
tration, police,  mines  and  industries,  economies  were  effected  by  the 
consolidation  of  four  Colonial  departments  into  one  Union  depart- 
ment ;  but  in  general  there  was  a  small  increase  in  view  of  greater 
activity  and  the  broader  interpretation  of  departmental  functions. 

Secondly,  the  outbreak  of  the  European  War  in  July,  1914, 
followed  by  the  South  African  Rebellion,  occasioned  a  serious 
distiu-bance  in  trade  and  industry  and,  in  consequence,  a  sub- 
stantial reduction  in  revenue.  This  necessitated  the  adoption  of  a 
policy  of  economy  and  retrenchment  wherever  possible.  The 
fiscal  year  1914-15  closed  with  a  deficit  of  £2,012,000,  so 
that  economy  was  to  be  applied  with  equal  vigour  in  1915-16. 
Increased  taxation  was  resorted  to,  reflected  in  the  extension  of  the 
income  tax  and  the  imposition  of  two  special  war  levies  of  £500,000 
each  in  1915  and  1916  and  an  export  duty  on  diamonds.  The  year 
1915-16  yielded  a  surplus  of  £397,918,  and  as  the  revival  of  trade 
and  industry,  together  with  the  full  operation  of  the  new  taxes,  was 
expected  to  effect  a  considerable  increase  in  revenue,  the  rigid 
economy  was  somewhat  relaxed.  The  outcome  of  this  economy, 
was  (1)  a  reduction,  during  the  fiist  two  years  of  the  war,  in  those 
expenditures  which  afford  scope  for  retrenchment  in  the  case  of  an 
emergency,  without  undue  sacrifice,  such  as  constitutional  expendi- 
ture and  expenditures  for  public  works  and  buildings,  justice,  agri- 
culture, etc.  ;  and  (2)  a  check  on  the  normal  growth  of  expenditures  for 
services  which  are  essentially  subject  to  annual  increase,  such  as 
primary  and  secondary  education,  public  health,  care  of  the  depen- 
dent and  defective  classes,  prisons  and  reformatories. 

Thirdly,  the  enhanced  cost  of  living  and  of  materials  caused  a 
large  advance  in  expenditme  after  1917.  The  war  bonus  was 
first  instituted  in  June,  1916.  It  was  paid  at  a  flat  rate  of  25s. 
per  month  to  all  married  officers  in  receipt  of  less  than  £240 
per  annum,  increased  in  April,  1917,  to  35s.  per  month  and  extended 
to  married  officers  in  receipt  of  salaries  up  to  £300  per  annum, 
and    again   increased   in   November,  1917,  to  50s.  per  month  and 
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made  payable  to  married  officers  drawing  up  to  £480  per  annum. 
The  war  bonus  was  continued  on  this  basis  until  the  1st  April, 
1918,  from  which  date  effect  was  given  to  certain  recommendatiorts 
made  by  the  Commission  of  Inquiry  which  had  been  appointed  by 
the  Union  Government  to  investigate  the  question  of  salaries  and 
wages  in  the  Public  Service,  and  particularly  the  need  for  a  revised 
war  bonus.  Under  the  new  system  the  war  bonus  was  extended  to 
unmarried  officials  as  well  as  to  those  whose  emoluments  exceeded 
£480  per  annum,  and  a  sliding  scale  was  adopted  in  respect  of  the 
married  officials,  the  amount  of  the  bonus  rising  in  proportion  to 
the  amount  of  the  salary  and  the  increase  in  the  cost  of  living  sub- 
sequent to  that  date.  Furthermore,  in  1919  the  Commission  recom- 
mended a  general  increase  in  the  scale  of  pay  on  the  ground  that 
salaries  were  fixed  on  too  low  a  basis  on  reorganisation  in  1912, 
The  pre-war  salary  of  £240  per  annum  was  permanently  increased 
by  £30  per  annum,  with  a  commensurate  addition  to  salaries  above 
and  below  that  figure. 

Prior  to  1918  the  war  bonus  did  not  represent  a  heavy  burden  on 
revenue  on  account  of  the  small  amount  and  the  limited  scope  of 
its  application,  but  the  introduction  of  the  revised  bonus  system  in 
1918  entailed  a  considerable  increase  in  expenditure.  The  follow- 
ing table  indicates  the  growth  in  expenditure  in  respect  of  war  bonus 
allowances  in  the  Union  Public  Service  (exclusive  of  railways  and 
harbours)  and  the  Provincial  Services. 

War  Bonus  Exfenditubk.' 


Fiscal 

Year. 

Expenditure  in 
Union    Service. 
£ 

Expenditure  in 

Provincial    Services. 

£ 

1916-17 
1917-18 
1918-19 
1919-20 

86,649 

260,949 

936,365 

1,024,264 

25,125 

66,517 

221,139 

369,228 

Expenditures. 

Thus,  from  the  view  point  of  progression  or  retrogression  the 
expenditures  may  be  grouped  in  three  classes  : 

(1)  those  expenditures  which  were  subject  to  decrease  during 

the  initial  years  of  the  Union  as  the  result  of  economies 
effected  by  the  reorganization  of  the  Colonial  departments 
and  their  consolidation  into   one  Union   department  ; 

(2)  those  expenditures   which  were  subject  to  decrease  during 

the  first  two  years  of  the  War  (the  financial  years  1914-15 


1  Auditor-General's  Report  for  1919-20,  pp.  36-37,  and  Comparative  Summary 
oi  Expenditure  issued  by  Treasury   in   1920. 
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and  1915-16)  as  compared  with  the  figures  for  1913-14 — 
inchiding  the  expenditures  in  chxss  I.  which  were  capable 
of  further  reduction,  in  consequence  of  the  necessity  to 
secure  economy  ; 
(3)  those  expenditures  which  show  a  continuous  increase  during 
the  wliole  decade  in  view  of  their  strong  natural  tendency 
to  advance  with  the  growth  of  popuhition  and  the  progress 
of  civilization — an  increase  which  was  hekl  in  check  during 
the  first  two  years  of  the  War  but  was  accentuated  during 
the  latter  part  of  the  decade  by  the  effects  of  tlie  enliauced 
cost  of  living  and  of  materials. 


Expenditures  subject  to 
decrease  in  tirst  two 
years   of   Union. 

Financial  Administration. 

Agriculture   Proper. 

Police. 

Promotion  and  Regulation 
of  Industry. 


Expenditures  .subject  to 
continuous  increase. 

National  Defence. 

Primary  and  Secondary 
Education. 

Public  Health. 

Dependent  and  Defective 
Classes. 

Prisons  and  Reforma- 
tories. 

Public  Debt  Charere. 


Expenditures  subject  to 
decrease  during  first 
two  years  of  War. 

Constitutional  Expentli- 
ture. 

Public  Works  and  Build- 
ings. 

financial  Adniinistrat  ion. 

Agriculture  Proper. 

Agricultural  Education. 

Higlier  Education. 

Justice  Proper. 

Promotion  and  Regula- 
tion of  Industry. 

Native  Affairs. 

The  following  table  serves  as  a  summary  of  the  ordinary  expendi- 
tures (excluding  commercial  expenditures)  for  the  years  1911-12 
and   1919-20. 


Head  of  Expendituie. 

Constitutional  Expenditure    .  . 
Justice    .  . 
Education 

Public  Works  and  Buildings 
Agriculture 

Dependent  and  Defective  Classes 
National  Defence 
Financial  Administration 
Native  Affairs  . . 

Pi'omotion  and  Regulation  of  Industry- 
Public  Health 
Public  Debt  Charge     . . 
Miscellaneous  Expenditure     .  . 

Total 


Per 

centage 

Percentage 

1911-12.  of 

Total. 

1919-20. 

of  Total. 

£ 

O' 
/O 

£ 

o 

/O 

1,085,617 

9.4 

1,809,510 

8.9 

2,420,208 

21.2 

3,592,754 

17.6 

1,748,596 

15.3 

4,762,115 

23.4 

1,656,549 

14.5 

1,574,498 

7.7 

627,351 

5.5 

674,691 

3.3 

519,166 

4.5 

1,078,043 

5.3 

456,707 

4.0 

2.276,065 

11.2 

296,180 

2.6 

384.58(5 

1.9 

287,482 

2.6 

414.095 

2.0 

190,848 

1.7 

294.877 

1.5 

101,453 

.9 

234,0(t6 

l.l 

1,848,058 

16.2 

3,011.O2U 

14.8 

180,422 

1.6 

100.0 

267,765 

1.3 

£11,418,637 

20,374.034 

100.0 
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It  will  be  observed  in  the  foregoing  table  that  all  the  items  of 
expenditure,  with  the  exception  of  public  works  and  buildings,  show 
an  absolute  increase,  whereas  only  the  expenditures  on  education, 
the  dependent  and  defective  classes,  national  defence,  and  public 
health  show  a  relative  increase. 

During  the  period  from  1911-12  to  1919-20  the  total  expenditure 
was  subject  to  an  increase  of  82  per  cent.,  but  the  per  capita  expendi- 
ture in  respect  of  the  white  population  advanced  only  57  per  cent., 
and  that  in  respect  of  the  total  population  53  per  cent.  ;  namely, 
from  £8  9s.  7d.  to  £13  7s.  8d.  in  the  case  of  the  white  population  and 
from  £1  16s.  2d.  to  £2  15s.  5d.  in  the  case  of  the  total  population. 

Revenues. 

In  accordance  with  the  requirements  of  scientific  classification,  the 
revenues  have  been  grouped  under  three  main  heads  : 

(1)  Commercial  Revenue  ; 

(2)  Administrative  Revenue  ; 

(3)  Revenue  from  Taxation. 

(1)  Commercial   Revenue. 

{a)  Industries. — The  industrial  undertakings  of  the  Union  Govern- 
ment yield  no  net  revenue,  i.e.  revenue  in  the  form  of  a  profit, 
to  the  Union  Treasury.  On  the  contrary,  they  involve  a  small  net 
loss. 

In  the  first  place,  the  railways,  harbours,  and  steamships 
are  managed  independently  and  are  not  subject  to  the  authority  of 
the  Treasury.  During  the  first  thi'ee  years  of  the  Union,  the  sum 
of  £3,179,000  was  paid  over  to  the  Treasury  out  of  the  net  earnings 
of  the  railways,  but  since  the  readjustment  of  the  railway  finances, 
so  as  to  conform  to  the  cost  principle  specified  in  the  Constitution 
and  pay  expenses  merely,  was  effected  in  1913,  the  railways  and 
harbours  are  practically^  isolated  from  the  Union  finance  proper. 
Under  the  present  regime,  any  surplus  that  is  earned  by  these 
three  enterprises  is  to  be  paid  into  the  Railway  and  Harbour  equali- 
zation fund,  and  any  deficit  that  may  be  incurred  in  connection  with 
the  operation  thereof  is  to  be  met  out  of  that  fund,  or,  as  was  necessi- 
tated by  the  depletion  of  the  fund  during  the  war  and  by  the  con- 
tinuance of  abnormal  conditions  after  the  war,  out  of  funds  borrowed 
from  the  Treasury.  The  deficits  incurred  by  the  Railway  and 
Harbour  Administration  in  recent  years  do  not  represent  a  burden 
upon  taxation,  but  are  to  be  defrayed  out  of  futm'e  earnings. 

Secondly,  the  operation  of  the  post  office,  telegraphs,  and  tele- 
phones of  the  Union  results  in  a  small  deficit,  as  a  general  rule.  In 
some  years,  as  in  1911-12  and  1919-20,  the  deficit  would  be  com- 
paratively large  if  business  methods  of  accounting  were  applied, 
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since  in  those  years  the  revenue  was  liardly  sufficient  to  pay  the 
operating  expenses  ;  but,  taking  the  whole  decade  as  a  basis,  the 
amount  that  was  to  be  paid  out  of  taxation  on  behalf  of  the  postal, 
telegraph,  and  telephone  services  might  be  estimated  to  be  relatively 
small. 

Finally,  in  the  case  of  the  Post  Office  Savings  Bank  and  the  Land 
Bank,  the  net  surplus  that  is  a  regular  outcome  of  their  financial 
operations  is  not  available  for  appropriation  by  Parliament,  but  is 
assigned  to  their  respective  reserve  funds.  The  Land  Bank,  more- 
over involves  a  slight  loss  to  the  Treasury  inasmuch  as  the  advances 
to  the  bank  by  the  Treasury,  subsequent  in  1914,  were  made  at  the 
rate  of  4  per  cent.,  whereas  the  rates  of  interest  on  the  loans  of  the 
Union  Government  since  1915  have  been  41  and  5  p^  cent. 

Thus,  the  operation  of  the  industrial  enterprises  of  the  Union 
Government  imposes  a  burden  on  tlie  taxpaying  communit}-,  a 
burden  which  is  the  result  of  ]3ublic  policy  and  which  is  compara- 
tively small  when  taking  into  consideration  the  fact  that  the  State 
was  obliged  to  undertake  the  development  of  the  modern  facilities 
of  transportation  and  communication,  on  account  of  the  lack  of 
private  initiative  and  the  scant  prospects  of  rendering  such  indus- 
tries profitable  in  a  country  of  vast  area  with  a  sparse  population. 

However,  the  Treasury  receives  annually  from  the  Railway  and 
Harbour  Administration  an  amount  of  about  £450,000  as  interest 
on  the  £13,138,263  of  railway  and  harbour  capital  which  was  raised 
from  general  revenue  by  the  Colonies  prior  to  the  Union  ;  and  this 
may  be  classified  as  an  item  of  commercial  revenue.  , 

(6)  Domains. — In  view  of  the  fact  that  the  accounting  procedure 
is  not  in  accordance  with  the  requirements  of  scientific  finance  and 
that,  as  a  result,  it  is  impossible  to  secure  an  accurate  computation 
of  the  net  revenue  from  domains,  it  is  necessary  to  resort  to  approxi- 
mate and  average  figures,  in  the  attempt  to  arrive  at  an  estimate  of 
such  net  revenue.  The  following  table  represents  the  results  of  a 
process  of  computing  the  approximate  average  surplus  or  deficit 
during  the  decade  in  respect  of  each  of  the  five  sub-divisions  of 
domains,  and  deriving  from  this  the  approximate  average  annual 
net  revenue  from  domains  in  general  : 

Classification. 

Crown  Lands  and  Land  Settlement 
Mining  Lands  and  Mining  Rights 
Irrigation  and  Conservation  of  Water 
Forestry 
Guano  Islands 


Approximate  Average  Net  Revenue  from  Domains 


Surplus. 

Deficit. 

£ 

£ 

190,000 

1,000,000 

120,000 

GO.OOO 

40,000 

1,230,000 

180,000 

..       £1.050,000. 
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(c)  Investments. — The  revenue  from  investments,  comprising 
interest  on  the  cash  balances  and  the  surphis  interest  in  connection 
with  the  investment  of  the  so-called  guardians'  funds,  varies  from 
about  £120,000  to  £150.000  per  annum. 

(2)  Administrative  Revenue. 

Administrative  revenue  is  not  of  much  significance  in  South 
Africa.  The  most  important  items  are  fees  and  miscellaneous 
departmental  receipts,  which  together  represent  about  two-thirds 
of  the  total  administrative  revenue. 

(3)  Taxation. 

Taxation  provides  the  great  bulk  of  the  revenue,  the  most  pro- 
ductive taxes*being  the  customs  and  the  income  tax.  the  former 
yielding  in  1919-20  26.7  per  cent,  of  the  total  net  ordinary  revenue 
and  the  latter  20  per  cent.  In  1912-13  taxation  yielded  76.3  per 
cent,  of  the  total  net  ordinary  revenue  whereas  by  1919-20  the  pro- 
portion had  risen  to  86  per  cent. 

The  requirements  of  a  well-balanced  tax  system  have  been 
satisfactorih'  complied  with  in  South  Africa.  In  the  first  place,  the 
taxes  levied  on  property  or  income,  such  as  the  income  and  excess 
profits  taxes,  inheritance  tax,  etc.,  effect  a  distribution  of  the  burden 
of  taxation  with  some  approximation  to  ability  to  pay,  while  the 
so-called  consumption  taxes,  such  as  the  customs  and  excise  and  the 
export  duty  on  diamonds,  reach  the  tax -paying  capacity  of  people, 
individual^  possessing  property  or  income  in  amounts  too  small 
to  be  effectively  tapped  by  property  and  income  taxes,  but  into  whose 
hands  passes  a  very  large  part  of  the  national  income. 

In  general,  the  consumption  taxes  yield  about  50  per  cent,  of  the 
total  revenue  from  taxation  for  the  Union  and  the  Provinces  and  the 
property  and  income  taxes  from  30  to  35  per  cent.,  the  remainder 
being  accounted  for  by  taxes  on  transactions,  legal  and  commercial 
documents,  the  pursuit  of  specified  occupations,  and  polls.  The 
regressive  character  of  consumption  taxes  is,  to  a  great  extent, 
offset  by  the  exemptions  and  progressive  rates  of  the  income  tax, 
and  the  imposition  of  excise  duties  mainly  on  luxuries  or  on  articles 
the  consumption  of  which  can  be  curtailed  without  real  injury  or 
perhaps  even  with  benefit. 

Secondly,  in  accordance  with  the  modern  interpretation  of  ability 
and  equality  in  taxation,  provision  has  been  made  for  progression 
in  the  income  tax  not  only  by  means  of  an  elaborate  system  of 
primary  and  secondar}^  abatements,  but  also  by  means  of  progressive 
rates  in  the  case  of  the  normal  tax  on  individuals  and  the  suf)er  tax. 
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The  progression  has  been  rendered  degressive  by  the  al)atements 
as  well  as  by  the  limitation  of  progressive  rates  to  an  income  of 
£24,000  in  the  normal  tax  and  £48,000  in  the  super  tax.  The  high 
primary  abatement  of  £300,  in  conjunction  with  the  secondary' 
abatements  for  children,  insurance  ])remiums,  etc.,  was  amply 
justified  by  the  large  yield  of  the  consumption  taxes  which  press 
most  heavily  on  the  smaller  incomes. 

Thirdly,  although  no  provision  has  been  made  in  the  income  tax  for 
the  differentiation  of  funded  and  unfunded  incomes  or  of  unearned 
and  earned  incomes,  as  in  England,  and  although  there  is  no  supple- 
mentary national  or  provincial  property  tax  (with  the  exception  of 
the  nominal  land  tax  in  the,  Transvaal  and  the  Orange  Free  State 
and  the  recently -imposed  tax  on  immovable  property  in  the  Cape  of 
Oood  Hope)  as  an  alternative  of  specific  differentiation,  as  in  Ger- 
many, the  desired  effect  is  obtained  in  large  measure  through  the 
local  rates  on  immovable  property  which  render  income  from  such 
property  subject  to  a  higher  rate  of  taxation  than  income  deriv^ed 
primarily  from  personal  exertion. 

Thus  the  two  main  principles  of  justice  in  the  distribution  of  the 
public  charges,  namely  those  of  uniformity  and  universalitj^ 
have  been  incorporated  in  the  South  African  tax  system. 

The  determination  of  the  relative  fiscal  significance  of  the  three 
main  classes  of  revenue  and  of  their  subdivisions  is  a  compara- 
tively difficult  task,  in  view  of  the  fact  that  the  system  of  accounting 
does  not  permit  of  the  accurate  computation  of  the  net  commercial 
revenue  by  the  simple  method  of  deducting  gross  expenditures 
from  gross  revenues  in  respect  of  the  commercial  activities  of  the 
Union  Government.  With  the  exception  of  the  railways  and 
harbours  which  are  managed  according  to  business  practices  and 
treated  in  a  separate  budget,  the  accounting  in  the  government 
departments  or  sub-departments  in  charge  of  commercial  activities 
is  conducted  not  with  a  view  to  showing  the  net  surplus  or  deficit 
in  each  case,  but  mainly  to  furnish  the  requisite  material  for  the 
Union  budget  and  to  comply  with  the  requirements  of  the  existing 
organization.  For  example,  the  Department  of  Public  Works  is 
entrusted  with  the  erection,  equipment,  and  maintenance  of  public 
offices  and  institutions  for  the  Union,  and  the  provision  of  accommo- 
dation and  other  services  for  all  departments.  Such  expenditure  is 
charged  to  the  Department  of  Public  Works  and  not  to  the  depart- 
ment for  which  the  service  was  performed.  Any  department 
requiring  a  service  which  another  department  is  specially  charged 
to  perform  is  to  requisition  on  that  department  for  the  performance 
of  the  service. 

The  budgetary  statement  presents  revenues  and  expenditures 
under  general  heads,  wherever  possible.     In  the  case  of  interest, 
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all  interest  receivable  by  the  Treasury  is  included  under  the  general 
revenue  head  of  "  interest,"  and  all  interest  payable  by  the  Treasury 
on  outstanding  loans  is  included  under  the  general  expenditure 
head  of  "  interest."  Likewise,  the  item  "  land  revenue  "  covers 
the  revenue,  from  land  taxes  as  well  as  the  revenue  from  quitrents 
on  Crown  land.  The  accounting  procedure  is  adapted  to  this 
practice. 

However,  the  net  commercial  revenue  can  be  calculated  by  the 
application  of  the  common  accounting  device  of  credits  and  debits. 
i.e.  by  putting  on  the  one  side  the  non-commercial  revenues  (admin- 
istrative revenue  and  revenue  from  taxation)  and  the  deficits  of  the 
Union  and  of  the  Provinces  (if  any),  and  on  the  other  side  the  non- 
commercial expenditures  and  the  surpluses  of  the  Union  and  of 
the  Provinces  (if  any),  the  difference  constituting  the  net  commercial 
revenue.  By  way  of  exemplification,  the  following  is  the  procedure 
adopted  in  ascertaining  the  net  ordinary  commercial  revenue  for 
1919-20  : 


Administrative  Revenue 
Revenue  from  Taxation 
Net  Commercial  Revenue 


£ 

1,488,621 

20,223,970 

1.792,532 


Xon-Commercial    Expendi- 
tures          20,374,034 

Union  Surplus        .  .  .  .     2,460,426 

Provincial  Surplus  .  .         670,663 


Total  ..£23,505,123  Total        ..£23,505,123 

The  adoption  of  this  method  has  rendered  possible  the  construc- 
tion of  the  following  table,  showing  the  relative  fiscal  significance  of 
the  three  main  classes  of  revenue. 

Net    Ordinary    Revenue    (Union    and    Provincial.) 


Percent - 

Percent - 

Percent- 

Classification. 

1912-13. 

age  of 
Total. 

1915-16. 

age  of 
Total. 

1919-20. 

age  of 
Total. 

£ 

/o 

£ 

0/ 

/o 

£  ' 

% 

1.  Net         Commercial 

Revenue  .  . 

2,054,339 

16.2 

1,066,216 

8.6 

1,792,532 

7.6 

2.    Administrative 

Revemie  : 

(a)  Fees 

250,600 

2.0 

248,590 

2.0 

568,919 

2.4 

(b)  Departmental 

Receipts 

392,223 

3.1 

367,885 

2.9 

522,043 

2.3 

(c)   Fines  and   For- 

feitures 

162,022 

1.2 

221,809 

1.8 

242,782 

1.0 

(d)  Rents  of  Govt. 

Houses         and 

Buildings 

50,000 

.4 

50,000 

.4 

70,000 

.3 

(e)  Miscellaneous 

Revenue 

103,718 

.8 

78,798 

.6 

84,877 

.4 

Total 

958,563 

7.5 

967,082 

7.7 

1,488,621 

6.4 
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3.  Revenue  from  Taxa- 

tion. 

(a)  Customs 

4,634,929 

36.5 

4,744,691 

38.0 

6,288,524 

26.7 

(6)  Excise 

495,038 

3.9 

806,191 

6.5 

1,648,159 

7.0 

(c)   Income  Taxes 

— 

1,028,953 

8.3 

4,696.435 

20.0 

(rf)  Excess  Profits 

Tax      .  . 

— 

— 

1.215,996 

5.2 

(e)   Mining  Taxes.  . 

1,478,007 

11.6 

1,282,659 

10.3 

1.319,149 

5.6 

(/)   Native  Taxes 

1,200,256 

9.4 

1,222,504 

9.9 

1,222,152 

5.2 

(g)  Inheritance  Tax 

417,881 

3.3 

186,186 

1.5 

282,506 

1.2 

(k)  Transfer  Duty 

538,187 

4.2 

235,490 

1.9 

969,162 

4.1 

(0    Land  Tax 

40,856 

.3 

40,881 

.3 

40.000 

.2 

{;)    Provincial  Taxes 

Proper" 

— 

46,058 

.4 

1,114,719 

4.7 

(A)  Licences 

528,623 

4.2 

493,184 

3.9 

778,769 

3.3 

(/)    Stamp  Duties 

368,926 

2.9 

336,564 

2.7 

658,399 

2.8 

Total 

9,702,903 

76.3 

10,423,361 

83.7 

20,223,970 

86.0 

Grand  Total 

12,715,805 

100 

12,456,659 

100 

23,505,123 

100 

In  respect  of  the  commercial  revenue,  the  high  figure  for  1912- 
13  is  to  be  attributed  to  the  contribution  of  £500,000  from  the 
Railway  and  Harbour  Fund  out  of  the  profits  for  the  year,  and  the 
low  figure  for  1915-16  is  the  result  mainly  of  the  depression  in  the 
diamond-mining  industry.  This  implies  merely  the  net  ordinary 
commercial  revenue  and  does  not  take  account  of  such  commercial 
revenues  as  were  assigned  to  the  Loan  Account  after  1917  to  meet 
capital  expenditure,  namely,  the  proceeds  from  the  sale  of 
Crown  lands  and  from  the  leasing  of  public  diggings  and 
"  bewaarplaatsen." 

The  administrative  revenues  were  subject  to  an  increase  of  more 
than  50  per  cent,  during  the  period  from  1912-13  to  1919-20,  and 
the  revenues  from  taxation  were  more  than  doubled.  The  most 
significant  changes  were  (a)  the  introduction  and  elaboration  of  in- 
come taxes  ;  (6)  the  remarkable  growth  of  direct  taxation  by  the 
Provinces  ;  and  (c)  the  extension  of  the  excise  system.  The  pheno- 
menal increase  of  almost  90  per  cent,  in  the  revenues  during  this 
period  of  7  years  was  necessitated  by  the  enormous  advance  in  the 
expenditures,  due  to  the  increased  cost  of  living  and  of  supplies 
and  to  the  interest  on  the  war  debt. 

2  These   do  not   include  the   general   licence  taxes  levied  by  the  Provinces, 
such    being    classed    with    licences    in  general. 

r 


224  CONCLUSIONS. 

Comparative  Summary  of  Revenues  and  Expenditures. 

The  following  table  serves  as  a  comparative  summary  of  the 
gross  ordinary  revenues  and  expenditures  of  the  Union,  the  Pro- 
vinces, and  the  railways  and  harbours  in  five  alternate  financial 
years  during  the  decade  from  1910  to  1920. 

Heading.                       1911-12.  1913-14.       1915-16.       1917-18.       1919-20. 

£  £                   £                   £                   £ 
(1)  Union. 

Gross  Revenues    .  .          .  .    17,228,418  15,805,076  16.556,397  19,657,597  26,885,957 

Gross  Expenditures         .  .    16,547,381  16,492,612  16,158,479  18,959,198  24,425,531 


Surplus  or  Deficit    .  . 

681,037    -687,636 

397,918 

698,399 

2,460,420 

(2)  Provinces. 
Gross  Revenues    . . 
Gross  Expenditures 

—  3,482,190 

—  3,324,136 

3,204,194 
3,365,705 

4,334,484 
4,255,051 

7,058,715 
6,388,052 

Surplus  or  Deficit    .  . 

—                 158,054 

-161,511 

79,433 

670,063 

(3)  Railways  <k  Harbours. 
Gross  Revenue 
Gross  Expenditure 

13,226,666  13,484,375 
11,686,608  14,012,141 

13,768,736 
12,411,379 

15,726,613 
15,957,879 

20,854,877 
21,453,775 

Surplus  or  Deficit    . . 

1,540,058   —527,766 

1,357,357 

—231,266 

—598,898 

Total  Surplus  or  Deficit        2,221,095—1,057,248     1,593,764        546,566     2,532,191 

The  results  of  the  financial  operations    for    the    entire    decade 
{i.e.  from  1910-11  to  1919-20}  may  be  summed  up  as  follows  : 

Heading.  Net  Surplus. 

£ 

Union 3,767,487 

Railways  and  Harbours                                                                                        .  .      1,474,741 
Provinces  711,982 


Total £5,954,210 


Public  Debt. 

The  gross  debt  was  increased  by  about  50  per  cent,  during  the 
decade,  from  £116,036,978  to  £173,905,000.  The  bulk  of  the  expen- 
diture from  loan  funds  was  incurred  in  connection  with  the  war  and 
the  railways  and  harbours.  By  adopting  the  incidence  of  the 
interest  charges  as  the  only  appropriate  basis  for  determinmg 
the  relation  between  the  reproductive  and  the  unproductive  debt, 
the  public  debt  of  the  Union  on  the  31st  March,  1920  was  found  to 
be  composed  of  a  reproductive  debt  of  61  per  cent,  and  an  unpro- 
ductive debt  of  39  per  cent.     It  was  also  observed  that  there 
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had  been  a  marked  change  in  the  relation  between  the  foreign  and 
the  domestic  debt.  In  1910  the  domestic  debt  comprised  merely  8.3 
per  cent,  of  the  total  debt,  whereas  by  1920  it  had  advanced  to 
29.1   per  cent. 

Financial  Administration  and  Control. 

The  financial  system  of  the  Union  is  in  its  main  principles  basetl 
upon  that  of  the  United  Kingdom,  such  as  the  centralization 
■of  responsibility  for  the  budget  in  the  Government,  the  establish- 
ment of  an  independent  Treasury  Department  entrusted  ^ith 
the  supervision  of  the  financial  operations  of  all  Government 
departments,  the  vesting  of  the  power  of  appropriation  in  Parlia- 
ment, the  control  over  the  issues  from  the  Exchequer  by  the  Treasury 
-and  the  Controller  and  Auditor-General,  the  audit  of  accounts  by  the 
Auditor-General  who  is  an  independent  officer  and  acts  as  the 
watch-dog  of  Parliament,  and  the  examination  of  the  annual  report 
of  the  Auditor-General  by  a  select  Committee  of  Parliament  known 
<is  the  Public  Accounts  Committee. 

There  are,  however,  two  important  differences  : 

(a)  The  United  Kingdom  has  a  sj^stem  of  "  appropriation-in-aid" 
which  are  receipts  relative  to  the  particular  vote  in  aid  of 
which  they  are  appropriated,  whereas  in  the  Union  such 
receipts  are  credited  to  revenue  and  cannot  be  utilised 
without  appropriation  by  Parliament. 

(h)  In  the  United  Kingdom  there  is  a  large  amount  of  expendi- 
ture which  is  a  permanent  charge  upon  the  Consolidated  Fund, 
but  in  the  Union  all  the  expenditure  for  the  financial  year  is 
included  in  the  annual  appropriation  acts  in  order  that  the 
financial  position  of  the  country  may  be  clearly  .set  before 
Parliament. 
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General  Survey  of  the  Finances  of  the  Union  of  South 
Africa  from  1910  to  1922. 

In  the  foregoing  pages  the  finances  during  the  first  decade  of 
the  Union  have  been  analysed  in  detail,  and  this  appendix  purports 
to  be  a  brief  summary  of  South  African  finance  during  the  entire 
period  from  1910  to  1922,  with  special  reference  to  the  financial 
years  1920-21  and  1921-22. 

.(a)  Union  Finance  (exclusive  of  th«^  railways  and  harbours). — 
The  following  is  a  comparative  summarj^  of  the  gross  ordinary 
revenue  and  expenditure  of  the  Union  for  the  twelve-year  period  : 


Year. 

Revenue. 

Expenditure. 

Surplus. 

Deficit. 

£ 

£ 

£ 

£ 

1910-11   .. 

14,418,236 

13,593,207 

825,029 

1911-12   .. 

17,228,418 

16,547,381 

681,037 

1912-13   . . 

17,292,520 

17,064,387 

228,133 

1913-14 

15,805,076 

16,492,612 

687,536 

1914-15   .. 

14,265,096 

16,253,140 

1,988,044 

1915-16   .. 

16,556,307 

16,158,479 

397,918 

1916-17 

18,408,615 

17,845,377 

563,238 

1917-18   .. 

19,657,597 

18,959,198 

698,399 

1918-19 

21,911,029 

21,322,142 

588,887 

1919-20   . . 

26,885,957 

24,425,531 

2,460,426 

1920-21 

29,676,186 

30,075,716 

399,530 

1921-22   .. 

.   28,884,270 

30,091,023 

1,206,753 

Total 

.  £240,989,397 

238,828,193 

6,443,067 

4,281,863 

Thus  there  was  a  net  sur})lus  of  £2,161,204  over  the  twelve-year 
period  from  1910  to  1922.  There  were  deficits  in  four  years,  viz. 
1913-14,   1914-15,   1920-21  and  1921-22. 

If  the  year  1911-12  is  taken  as  the  basis  for  comparison  instead  of 
1910-11  in  view  of  the  fact  that  the  latter  was  not  a  full  year 
(from  31  May,  1910  to  31st  March,  1911),  the  expenditure  was 
increased  by  83  per  cent,  and  the  revenue  by  68  per  cent.,  whereas 
the  population  was  subject  to  an  increase  of  20  per  cent  only. 

The  main  causes  of  the  considerable  advance  in  the  current  ex- 
penditure are  the  following  : 
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(1)  the    interest    on    the    war    debt    mIucIi    amounts    to    about 

£li  million  per  annum  ; 

(2)  military    pensions     which     occasioned    an    expenditure     of 

£1,273,036  in  1920-21  ; 

(3)  the  Union  Defence  Force  which  receives  an  annual  appro- 

priation of  about  £l|  million  out  of  the  current  revenue  ; 

(4)  war  bonuses  to  government  employees  which  took  up  the 

amount  of  £1,770,957  in  1920-21  :" 

(5)  increases   in   salaries    and    wages    which    enhanced   the    ex- 

penditure to  the  extent  of  several  million  pounds  per 
annum  ; 

(6)  enlargement  of  staff  in  all  the  departments  of  the  Union 

Government  (excluding  the  Department  of  Railways  and 
Harbours)  from  31,000  in  1911-12  to  38,000  in  1920-21— 
in  conjunction  with  the  rise  in  salaries  and  wages  the  en- 
larged staff  caused  an  increase  in  the  expenditure  from 
£41  million  in  1911-12  to  £9 J  million  in  1920-21  ; 

(7)  the    higher    prices    of    materials    and    requisites    which    the 

Government  has  to  purchase  each  year  in  connection  with 
its   activities. 

The  enhancement  of  the  expenditure  necessitated  the  extension 
of  existing  forms  of  taxation  and  the  introduction  of  new  forms. 
The  customs  duties  on  spirits,  ale,  beer,  cider,  coffee,  tea,  sugar, 
boots  and  shoes,  etc.,  were  increased,  and  the  general  ad  valorem  va.te 
was  raised  from  15  to  20  per  cent.  The  excise  duties  on  spirits 
and  beer  were  increased  on  three  occasions  since  1913,  viz.,  in  1916, 
1919  and  1921,  and  the  excise  duty  on  cigarettes  which  prevailed, 
in  the  Cape  of  Good  Hope  was  extended  to  the  other  three  provinces. 
The  stamp  duties  were  also  increased. 

In  addition,  a  whole  series  of  new  taxes  has  been  introduced 
since  the  establishment  of  the  Union,  such  as  excise  duties  on  sugar, 
tobacco,  matches,  playing  cards  and  vinegar,  income  tax  (including 
the  super-tax  and  dividend  tax),  excess  profits  tax,  and  the  diamond 
export  duty. 

Up  to  1920  the  increase  in  expenditure  was  generally  more 
than  covered  by  increased  taxation  and  the  greater  productivity 
of  taxation  as  the  result  of  favourable  conditions  in  agriculture, 
industry,  raining,  trade  and  commerce.  In  1920-21,  however, 
the  expenditures  increased  more  rapidly  than  the  revenues,  and 
the'result  was  a  deficit  of  £399,530.  The  gross  current  expenditure 
wa'enhanced  from  £24,425,531  in  1919-20  to  £30,075,716  in  1920-21. 
This  great  increase  of  £5  J  million  was  due  mainly  to  a  further  rise 
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in  salaries,  war  bonuses  and  prices,  and  also  to  an  increase  in  the 
public  debt  charge,  provincial  subsidies,  military  pensions,  etc. 

The  gross  revenue  was  also  enhanced  but  not  to  the  same  extent 
as  the  expenditure.  The  increase  was  only  £2,790,229.  from 
£26,88o,957  in  1919-20  to  £29,676,186  in  1920-21.  The  customs 
and  excise  yielded  a  net  increase  of  £2,379,205  mainly  as  the  result 
of  increased  importation  and  the  enhanced  value  of  imports,  and 
the  posts,  telegraphs  and  telephones  an  increase  of  £415,512  due 
to  higher  rates  and  charges  ;  but  inland  revenue  showed  a  decrease 
of  £4,487,  whereas  an  increase  of  £220,000  was  estimated,  the 
reason  for  the  discrepancy  being  the  initial  effects  of  the  general 
economic  depression  which  set  in  toward  the  end  of  1920. 

In  the  science  of  finance  there  is  a  maxim  that  in  times  of  inflation 
and  prosperity  the  Government  should  do  everything  in  its  power 
to  restrain  the  increase  in  expenditure  and  to  provide  for  a  sub- 
stantial surplus,  so  that  when  the  time  of  depression  and  deflation 
arrives,  the  margin  between  the  revenue  and  expenditure  is  wide 
enough  to  cover  the  consequent  diminution  of  the  revenue  and 
perhaps  even  to  permit  of  a  reduction  of  the  more  obnoxious 
taxes.  The  State  is,  as  a  general  rule,  not  capable  of  bringing 
about  economy  and  retrenchment  immediately  and  effectively, 
and  accordingly  strict  and  rigid  control  over  the  expenditure  is 
the  first  requisite  of  an  adequate  fiscal  system,  especially  in  time 
of  war.  And  this  is  where  our  otherwise  good  system  of  finan-' 
cial   administration  was  defective. 

The  depression  found  the  expenditure  fully  on  a  level  with  the 
revenue.  The  was  no  favourable  margin  as  a  reserve.  No  pro- 
vision was  made  for  the  depression  which  was  an  inevitable  conse- 
quence of  the  World  War.  The  enhanced  expenditure  of  the 
war  period  had  rendered  increased  taxation  necessary,  and  when 
the  favourable  economic  conditions  of  1919  and  1920  brought  more 
revenue  into  the  Treasury  than  was  estimated,  the  abundance 
of  revenue  gave  rise  to  still  greater  expenditure.  The  Govern- 
ment departments  were  extended,  the  staff  unduly  enlarged, 
high  war  bonuses  awarded  and  salaries  excessively  raised. 

The  depression  hit  the  Treasury  hard  because  ( 1 )  certain  revenues 
were  considerably  diminished,  (2)  the  gross  current  expenditure 
could  not  be  reduced,  (3)  there  was  no  favourable  margin  between 
the  revenue  and  expenditure  to  offset  the  diminished  revenue,  and 
(4)  the  Government  had  already  resorted  to  practically  every 
available  source  of  revenue. 
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The  revenues  which  were  most  adversely  affected  by  the  de- 
pression were  (a)  the  customs  revenue  which  decHned  from 
£9,015,875  in  1920-21  to  £5,292,786  in  1921-22,  due  to  the  decreased 
importation  and  the  decline  in  the  value  of  imports,  (6)  the  revenue 
from  diamonds  and  diamond  mines,  such  as  the  Government's 
share  of  the  profits  of  the  Premier  Diamond  Mine  which  yielded 
only  £54,213  as  compared  with  £799,797  in  1920-21,  the  revenue 
from  the  export  duty  on  diamoiids  which  fell  from  £810,463  to 
£142,559,  and  the  yield  of  the  normal  income  tax  on  diamond- 
mining  companies  and  of  the  dividend  tax  on  the  dividends  dis- 
tributed by  such  companies  which  was  likewise  subject  to  a  large 
reduction,  and  (c)  the  revenue  from  stamp  duties  and  fees  which 
declined  from  £1,017,844  in  1920-21  to  £874,764  in  1921-22. 

There  was  no  net  reduction  in  the  gross  expenditm-e  in  1921-22 
in  spite  of  the  efforts  to  secure  economy  and  retrenchment.  The 
war  bonus  was  gradually  eliminated,  the  purchase  of  materials  was 
restricted,  etc.  However,  the  increase  in  the  public  debt  charge, 
provincial  subsidies,  defence,  posts,  telegraphs  and  telephones,  etc., 
and  the  provision  for  unemployment  to  the  extent  of  £399.845 
occasioned  a  net  increase  of  about  £15,000  in  the  expenditure. 

The  following  measures  were  taken  in  order  to  meet  the  diminution 
of  the  revenues  referred  to  above  and  the  net  increase  in  expenditure 
in  1921  : 

(1)  The  excise  duties  on  spirits  were  increased  by  2s.  6d.  per 

proof  gallon,  so  that  wine  brandy  was  rendered  subject  to 
an  excise  duty  of  12s.  6d.  per  gallon,  grape  brandy  17s.  6d. 
and  dop  brandy  £1  2s.  6d.  ;  and  the  duties  on  beer  were 
raised  from  12s.  and  £1  4s.  per  36  gallons  to  15s.  and  £1  10s. 
respectively. 

(2)  A  new  excise  duty  was  imposed  on  tobacco  manufactured  in 

the  Union  for  sale,  ranging  from  6d.  per  lb.  of  tobacco  in 
the  form  of  roll  tobacco  to  Is.  per  lb.  of  tobacco  ready  for  use 
in  the  making  of  cigarettes  or  for  smoking  in  a  tobacco  pipe, 
and  to  2s.  6d.  per  lb.  of  tobacco  in  the  form  of  cigars.  (These 
rates,  however,  were  reduced  in  1922.) 

(3)  The  customs  duties  on  spirits,  beer  and  tobacco  were  in- 

creased to  countervail  the  increased  excise  duties,  as  also 
the  duty  on  films  for  bioscopes. 

(4)  A  special  effort  was  made  to  collect  a  large  portion  of  the 

arrear  income  and  excess  profits  taxes,  and  the  income  tax 
was  rendered  applicable  to  the  increase  in  the  value  of 
livestock  and  produce  held  by  a  farmer. 
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(5)  Certain  loan  revenues  were  diverted  from  the  loan  account 
to  the  revenue  account,  such  as  the  proceeds  of  the  sales  of 
Ci'own  lands  and  the  revenue  from  the  Government  gold 
mine  leases  and  the    "  bewaarplaatsen." 
The  excise  revenue  was  increased  from  £1,300,013  to  £1,711,194, 
the  income  tax  receipts  from  £4,854,578  to  £6,965,268,  the  excess 
profits  tax  receipts  from  £1,206,331  to  £1,823,678,  and  the  afore- 
mentioned loan  revenues  amounted  to  £934,106. 

However,  the  increase  in  these  revenues  was  not  sufficient  to 
offset  the  diminution  of  the  other  revenues,  and  the  year  1921-22 
closed  with  a  deficit  of  £1,206,753.  This  deficit  was  somewhat 
reduced  in  view  of  the  fact  that  it  was  resolved  to  credit  to  the 
Revenue  Account  the  sum  of  £460.426  out  of  the  net  surplus  of 
£2,460,426  of  the  year   1919-20. 

The  current  financial  year  1922-23  is  also  expected  to  close  with 
a  fau'ly  large  deficit  in  view  of  the  diminished  yield  of  the  income 
and  excess  profits  taxes  and  the  delay  in  the  revival  of  agriculture, 
industry,  trade  and  diamond-mining.  The  Government  has 
resolved  to  apply  economy  and  retrenchment  as  far  as  possible, 
and  the  amount  of  the  deficit  will  depend  on  the  extent  to  which 
that  can  be  realised. 

Public  Debt. — The  Union  Government  commenced  in  1910  with 
a  gross  debt  of  £116,036,978,  which  was  increased  to  £191,784,936 
by  March  31st,  1922 — an  increase  of  65  per  cent,  during  the  twelve- 
year  period.  The  capital  expenditures  during  this  period  amounted 
to  £97,719,137,  but  the  gross  debt  was  enhanced  by  £75,747,958 
only,  as  the  result  of  {a)  the  appropriation  of  the  loan  revenues 
from  the  gold-mine  leases,  "  bewaarplaatsen,"  sales  of  Crown 
Lands  and  of  surplus  war  material  and  supplies,  repayments  of  ad- 
vances made  to  the  Provinces,  irrigation  boards,  land  settlers, 
universities  and  colleges,  local  authorities,  etc.,  and  (6)  the  occasional 
redemption  of  loans  out  of  the  Sinking  Fund. 

The  capital  expenditure  of  £97,719,137  was  distributed  as 
follows  :  £33,004,801  for  railways  and  harbours,  £32,393,452  for 
the  W^r  and  the  Rebellion,  £12,179,669  for  land  settlement,  irri- 
gation and  the  Land  Bank,  £9,351,989  in  loans  to  the  Provinces 
and  local  authorities,  £4,818,802  for  public  works  and  buildings, 
£3,186,650  for  the  telegraphs  and  telephones,  and  the  balance 
for  miscellaneous  items. 

By  adopting  the  incidence  of  the  interest  charges  as  the  only 
appropriate  basis  for  determining  the  relation  between  the  reproduc- 
tive and  the  unproductive  debt,  the  public  debt  of  the  Union  on  the 


APPENDIX.  231 

31st  March,  1922  was  found  to  be  composed  of  a  reproductive  debt 
of  £120,824,510  and  an  unproductive  debt  of  £70,960,426,  or  63 
and  37  per  cent  respectively. 

The  real  net  debt  of  the  Union  can  be  obtained  by  tleducting  from 
the  gi'oss  debt  of  £191,784,936  : 

(1)  the  reproductive   debt  of   £120,824,510; 

(2)  the  amount  of  £11,575,502  in  the  .^inking  Fund  ;    and 

(3)  the  balance  of  £3,160,000  on  the  loan  account. 

Thus  the  net  debt  of  the  Union  on  March  31st.  1922,  amounted 
to  £56,224,924. 

(b)  Railway  and  Harbour  Finance. — The  following  is  a  com- 
parative summary  of  the  gross  earnings  and  expenditure  of  the 
Union  railways  and  harbours  (including  steamships  in  operation 
since   1919)  during  the  period  under  consideration  : 


Year. 

Earnings. 

Expenditure. 

Surplus. 

Deficit. 

£ 

£ 

£ 

£ 

1910-11   .. 

11,184,757 

9,589,365 

1,595,302 

1911-12 

13,226,666 

11,686,608 

1,540,058 

1912-13   .. 

13,316,800 

13,436,147 

119,347 

1913-14   .. 

13,484,375 

14,012,141 

527,766 

1914-15   .. 

12,829,863 

13,373,659 

543,796 

1915-16   .. 

13,768,736 

12,411,379 

1.357,357 

1916-17 

14,899,864 

14,909,457 

9,593 

1917-18 

15,726,613 

15,957,879 

231,266 

1918-19   .. 

16,712,979 

17,700,646 

987,667 

1919-20 

20,854,877 

21,453,775 

598,898 

1920-21   .  . 

.  .   26,243,476 

27,293,166 

1,049,690 

1921-22 

22,532,765 

24,123,256 
195,947,478 

1,590,491 

Total 

..   194,781,771 

4,492,807 

5,658,514 

Thus  there  was  a  net  deficit  of  £1,165,707  over  the  period  from 
1910  to  1922.  However,  in  view  of  the  fact  that  the  sum  of 
£3,179,000  was  paid  to  the  Union  Treasury  out  of  the  profits  of 
the  railways  and  harbours  during  the  first  three  years  of  the  Union, 
the  Department  of  Railways  and  Harbours  was  faced  with  an 
accumulated  deficit  of  over  4  million  pounds  on  the  31st  INIarch,  1922. 
And  it  must  also  be  taken  into  consideration  that,  during  those  three 
years,  substantial  contributions  were  made  to  the  Betterment  and 
Renewals  Funds  of  the  Railways  and  Harbours  out  of  the  revenue 
account  in  view  of  the  considerable  net  operating  income.  These 
contributions  and  the  amount  paid  over  to  the  Union  Treasury 
for  the  current  expenditure  of  the  Government  would  have  been  more 
than  sufficient  to  meet  the  long  series  of  deficits  since  1916. 
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In  1915-16  the  piofit  was  more  fictitious  than  real  since  it  was 
obtained  mainly  by  a  reduction  in  the  ordinary  appropriations 
for  depreciation  and  renewals.  The  railway  earnings  were  adversely 
affected  by  the  disturbance  in  trade  and  traffic  occasioned  by  the 
outbreak  of  the  European  War  and  the  South  African  Rebellionr 
and  it  was  decided  to  offset  the  diminution  of  the  earnings  by  a 
reduction  in  the  expenditure  on  depreciation  and  renewals  which 
declined  from  £1,614,942  in  1914  to  £590,765  in  1915  in  the  case  of 
the  railways,  and  from  £184,735  to  £46,504  in  the  case  of  the 
harbours.  However,  the  revival  of  trade  and  industry  brought 
about  an  increase  in  the  revenue,  the  year  1915-16  yielding  a  surplus 
of  £1,^57,357.  Accordingly,  a  special  appropriation  of  £958,497 
was  made  to  the  Renewals  Fund  in  1916,  the  result  being  a  deficit 
of  £9,593  in  1916-17. 

The  Railway  and  Harbour  Administration  incurred  the  error  of 
disposing  of  practically  all  the  large  profits  obtained  during  the 
first  three  years  of  the  Union.  An  Equalization  Fund  was  instituted 
to  maintain  uniformity  of  rates  over  a  long  period  and  meet  any 
deficits  that  may  occur,  but  the  amount  available  in  the  time  of  need 
was  so  small  that  it  was  speedily  absorbed.  The  Administration 
could  not  be  blamed  for  not  having  predicted  the  World  War  and  its 
dimensions  and  effects,  but  it  would  certainly  have  been  more 
advisable  to  create  a  strong  contingency  fund  at  the  start  when  the 
surplus  earnings  were  available.  But  the  Parliament  was  justified 
in  authorising,  during  the  session  of  1922,  the  transfer  of  £2,000,000 
from  the  renewals  fund  towards  meeting  the  deficit  incurred  up 
to  March  31st,  1922,  in  view  of  the  contributions  to  that  fund  from 
the  profits  of  the  favourable  years,  thus  reducing  the  accumulated 
deficit  to  £2,189,374. 

The  expenditure  was  more  than  doubled  during  the  period  under 

review,  partially  as  the  result  of  the  extension  of  the  railway  net 

from  7,041  miles  of  line  in  1910  to  almost  10,000  in  1922  and  the 

denser  traffic,  but  mainly  due  to  the  increased  cost  of  living  and 

of  materials.    The  war  bonus  was  introduced  in  1916  and  was  lex- 
id 

tended  until  it  was  of  general  application  in  1918.  The  salaries  and 
wages  were  apjjreciably  increased  in  1919  and  1920,  and  in  addition 
the  8-hoiu'  day  was  instituted.  These  three  factors  enhanced  the 
expenditure  of  the  railways  and  harbours  by  several  million  pounds 
per  annum. 

The  two  great  difficulties  which  confronted  the  Administration 
since  the  outbreak  of  the  War  were  (1)  how  to  cover  the  rapidly- 
ncreasing  expenditure,  and  (2)  how   to  diminish  the  expenditure 
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according  to  the  decrease  in  earnings  since  the  second  half  of  1920, 
as  the  result  of  the  economic  depression. 

The  Administration  first  resorted  to  the  suspension  of  excursion 
facilities  and  the  levy  of  a  surcharge  on  coal  for  bunkering  purposes 
and  of  a  terminal  charge  on  all  kinds  of  goods  traffic,  and  then  took 
to  increasing  the  passenger  fares  and  general  freight  rates  on  four  or 
five  different  occasions  until  toward  the  end  of  1920  the  average  in- 
crease was  about  58  per  cent,  above  the  pre-war  rates.  This  was  the 
turning  point  and  the  railway  traffic  could  not  bear  any  further 
increase  in  rates.  The  depression  brought  about  a  decrease  in 
traffic  and  consequently  in  earnings,  and  the  prevailing  high  rates 
contributed  towards  the  further  diminution  of  traffic. 

Accordingly,  the  Administration  decided  to  reduce  the  expendi- 
ture by  gradually  eliminating  the  war  bonus  and  discharging  a 
portion  of  the  staff,  and  also  to  reduce  the  rates  in  certain  necessary 
cases,  e.g.,  bunker  and  export  coal,  grain,  cement,  guano,  etc. 
The  railways  are  now  in  the  middle  of  a  transition  period.  The 
expenditures  must  be  brought  on  a  normal  basis  and  the  rates 
fixed  accordingly. 

The  expenditure  of  the  railways,  harbours  and  steamships  was 
reduced  from  £27,293,166  in  1920-21  to  £24,123,256  in  1921-22, 
and  further  attempts  are  being  made  during  the  current  financial 
year  (1922-23)  to  economise  and  reduce  expenses,  but  in  view  of  the 
slow  recovery  of  trade  and  industry  the  year  is  expected  to  close 
with  a  loss  and  add  one  more  to  the  long  list  of  deficits. 

(c)  Provincial  Finance. — Provincial  finance  as  such  dates  from 
April  1,  1913.  From  the  date  of  the  constitution  of  the  Union  until 
April,  1913,  when  the  Financial  Relations  Act  came  into  operation, 
all  the  funds  required  by  the  Provinces  were  provided  by  grants 
from  the  Union  FiXchequer. 

The  following  is  a  comparative  summary  of  the  gross  current 
revenue  and  expenditure  of  the  Provinces  since  1913-14  : 


Year. 

Revenue. 

Expenditure. 

Surplus. 

Deficit. 

£ 

£ 

£ 

£ 

1913-14 

3,482,190 

3,324,136 

158,054 

1914-15 

3,341,518 

3,346,142 

4,624 

1915-16 

3,204,194 

3,365,705 

161,511 

1916-17 

3,769.183 

3,708,684 

60,499 

1917-18 

4,334,484 

4,25.5,051 

79.433 

1918-19       . . 

5,122,178 

5,212,710 

90,532 

1919-20       . . 

7,058,715 

6,388,052 

670,663 

1920-21 

8,074,764 

8,417,256 

342,492 

1921-22 

8,358,449 

8,798,400 

439,951 

Total 

46,745,675 

46,816,136 

968,649 

1,039,110 
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Thus  there  was  a  net  deficit  of  £70,461  over  the  nine-year  period. 
There  were  deficits  in  5  years,  namely  1914-15,  1915-16,  1918-19, 
1920-21  and  1921-22. 

The  exceptional  advance  in  the  expenditure  from  £3,324,136 
in  1913-14  to  £8,798,400  in  1921-22  rendered  the  increase  of  old 
taxes  and  the  introduction  of  a  w^hole  series  of  new  taxes  necessary. 
The  sources  of  revenue  which  were  transferred  to  the  Provinces 
under  the  Financial  Relations  Act,  such  as  licences,  auction  dues, 
totalisator  tax,  educational  and  hospital  fees,  etc.,  were  made 
to  yield  £1,242,247  in  1920-21  a«  compared  with  £641,581  in  1916-17. 
In  addition,  more  than  a  dozen  new  taxes  were  introduced  in  one 
or  more  of  the  Provinces  during  the  period  under  consideration, 
as  follows  : 


Taxes  on. 

Provinces  and  Years  in  which  Taxes 
introduced. 

(1) 

Admission  to  Racecourses 

.  .      Transvaal  (1920).      ' 

(2) 

Bachelors 

.  .      Transvaal  (1917) — repealed  in  1920. 

(3) 

Betting 

..      Cape  (1920). 

(4) 

Bookmakers 

.  .      Transvaal  (1917)  and  Cape  (1920). 

(5) 

Companies     .  , 

.  .      Cape  (1920). 

(0) 

Craj-fish  Canning  Companies 

..     Cape  (1920)— repealed  in   1921. 

{") 

Entertainments 

.  .      Natal  and  O.F.S.  (1917),  Cape  (1918). 

(8) 

Excess  Profits 

..      Transvaal  (1917)— repealed  in  1919. 

i^) 

Gold  Mines  Profits 

..     Transvaal  (1918)— repealed  in  1921. 

(10) 

Houses 

..      Transvaal  (1917)— repealed  in   1920. 

(11) 

Increment  Value 

..      Transvaal  (1919)— repealed  in  1920. 

(12) 

Polls  (Poll  Tax)       .  . 

.  .      Transvaal  (1921). 

(13) 

Property 

..      Cape  (1920). 

(14) 

Tattersalls 

.  .      Transvaal  (1918). 

(15) 

"Wheels 

Transvaal,  Natal  and  O.F.S. 

(16) 

Polls  (Education  'J'ax) 

..      O.F.S.  (1921). 

Whereas  in  1917-18  the  revenue  from  new  taxes  was  only  £171,715, 
by  1920-21  they  were  extended  so  as  to  yield  £1,013,445. 

The  enhancement  of  the  current  expenditure  of  the  Provinces 
by  165  per  cent,  during  the  nine-year  period  is  due  mainly  to  the 
considerable  increase  in  the  expenditure  on  education  from 
£2,065,407  in  1913-14  to  £6,654,373  in  1921-22,  which  again  is  to  be 
attributed  partly  to  the  extension  of  educational  facilities  and 
the  increase  in  the  number  of  schools  from  6,600  in  1913  to  ov^er 
8,000  in  1922  and  in  the  Jiumber  of  teachers  from  13,000  to  19,000, 
but  mainly  to  the  rise  in  salaries  as  the  result  of  the  increased  cost 
of  living  and  to  the  higher  prices  of  materials  and  requisites.  There 
was  also  a  substantial  advance  in  the  expenditure  on  general 
administration,   roads,   bridges,   hospitals  and  poor  relief. 
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During  the  last  five  years  tlie  great  problem  of  the  Provincial 
Administrations  has  been  how  to  cover  the  rapidly  increasing 
expenditure  with  the  limited  sources  of  rev^enue  at  their  disposal. 
Under  the  Union  Constitution  and  the  Financial  Relations  Act 
the  Provinces  have  been  entrusted  with  activities  and  functions 
which  necessarily  entail  an  increase  in  expenditm'e  from  year  to 
year,  whereas  they  are  practically  confined  to  stationary  sources 
of  revenue.  The  result  has  been  that  the  Provinces  have  had  to 
search  for  new  sources  every  year  in  their  attempt  to  cover  the 
increased  expenditure.  The  Provinces  have  now  reached  a  stage 
where  they  cannot  impose  additional  taxation  without  incui-ring 
violent  opposition.  They  have  exliausted  almost  every  available 
source  of  revenue. 

In  1922  the  Cape  Province  attempted  to  introduce  a  sales  tax  and 
the  Transvaal  an  employers'  tax,  in  view  of  the  fact  that  the  year 
1921-22  closed  with  a  deficit  of  £108,090  in  the  case  of  the  Cape  and 
that  the  Union  subsidy  was  diminished.  The  sales  tax  aroused 
such  vehement  resistance  from  the  business  interests  that  the 
Cape  Administrator  was  obliged  to  abandon  the  project  and  accept 
an  advance  of  £200,000  from  the  Union  Government..  The  Provincial 
Council  in  the  Transvaal,  however,  persisted  and  introduced 
legislation  providing   for   the   imposition   of   the   employers'    tax. 

The  prevailing  system  of  provincial  finance  needs  to  be  revised. 
The  Provinces  must  either  be  relieved  of  certain  functions  and 
consequently  of  certain  expenditures,  or  a  substantial  new  source 
of  revenue  must  be  assigned  to  the  Provinces.  The  latter  appears 
to  be  the  better  alternative.  In  order  to  minimize  the  evils  and 
disadvantages  inherent  in  a  system  of  subventions  from  the  central 
government,  such  as  the  inducement  to  extravagance  resulting  from 
the  receipt  of  money  from  an  outside  source,  it  seems  to  be  advisable 
to  reduce  the  ordinary  Union  subsidy  to  one -third  of  the  normal  or 
recurrent  expenditure  of  a  Province  and  in  lieu  of  that  to  assign 
certain  new  sources  of  revenue  to  the  Provinces,  e.g.,  estate  and 
succession  duties,  stamp  duties,  and  native  taxes.  The  right  to 
legislate  in  regard  thereto  must  be  retained  by  the  Union  Parliament, 
but  the  revenue  assigned  to  the  respective  Provinces. 

The  Union  Government  has  recently  appointed  a  commission  to 
institute  an  inquiry  into  the  whole  system  of  provincial  finance  and 
to  make  recommendations  as  to  the  necessary  modifications  and 
alterations  to  be  made.  It  is  hoped  that  the  commission  will  be  able 
to  bring  about  the  desirable  readjustment  and  an  effective  system 
of  financial  relations  between  the  Union  and  the  Provinces. 
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Summary. — The  results  of  the  financial  operations  for  the  entire 
period  from  May  31st,  1910  to  March  31st,  1922,  may  be  summed 
up  as  follows  : 


Heading. 

Union                       ... 
Railways  and  Harbours 
Provinces 

Surplus. 
£ 
2,161,204 

Deficit. 

£ 

1,16.5,707 
70,461 

Total  .  . 

2,161,204 
1,236,168 

1,236,168 

Net  Smplus 

£925,036 

Taking  into  consideration  the  fact  that,  in  the  above  calculation, 
the  sum  of  £3,179,000  appeared  twice,  viz.,  as  railway  and  harbour 
surplus  in  1910-11  and  1911-12  and  as  Union  revenue  in  1910-11, 
1911-12  and  1912-13,  and  that  accordingly  that  amount  is  to  be 
deducted  from  the  net  surplus  which  was  computed  in  respect 
of  all  the  financial  operations  of  the  Union  and  the  Provinces,  the 
^'esult  was  a  net  deficit  of  £2,253,964. 


INDEX. 


PAGE 

Accounting  Officers  108,201,206 

Administrator  ..        4,  12,  205.  214 

Administration  of  Finances  8,  9,  192,  225 
Administrative  Revenue  9,  121,  220,  222 
Admission  to  Racecourse  Tax         . .    171 
Agriculture,  expenditure      . .  . .      42 

Asiatic  Affairs  . .  .  .  . .      13 

Assembly,  House  of  . .  ..   2,  12,  201 

Assigned  Revenues  . .  .  .  . .    190 

Astronomy     ..  ..  ..  14,    Hi 

Auction  Tax  . .  .  .  ..171 

Auditor-General         . .  . .   5,  20,  209 


Bachelor  Tax 
Baiik-note  Duty 
Base  Metal  Mines 
Beer,  customs  duty 

,,     excise  duty 
■'  Bewaarplaatsen  " 
Bookmaker  Tax 
Bridges,  expenditure 
Budgetary  Procedure 


Cigarettes,  excise  duty         . .  . .    133 

Civil  Pensions             . .           . .  . .      16 

Commercial  Expenditures 

Commercial  Revenues      9,  57,  218,  222 

■Commissions               . .           . .  .  .      14 

•Companies' Capital  Duty    ..  ..    161 

,,             Provincial  Tax  ..    172 

•Compensation  Allowances   . .  18,  28 

Conservation  of  Water         . .  ..Ill 

Consolidated  Revenue  Fund    5,  11,   195 

Constitutional  Expenditure  8,   1 1 
■Contributions  to  Pension  and 

Provident  Funds  .  .  . .  18 
•Control  of  Finances  . .  8,  9,  206 
•Controller  and  Auditor-General 

5,  20,  209 


..  170 

..  161 

..  109 

..  127 

..  133 

..  108 

..  171 

..  22 

9,  201 


'Courts,  Superior 

,,        Magistrate    . . 
Crown  Lands 
Customs  Department 
'Customs  Duties 


20, 


31 

33 

93 

193 

125 


Debt 8,  52,   175,  230 

Defence  . .  . .  . .  . .      25 

Departmental  Receipts        . .  . .    123 

Dependent  and  Defective  Classes  . .      48 

Diamond  Mines,  dividend  tax         . .    142 

„  ,,        Government  share    104 

Profits  tax  . .    149 

Diamonds,  export  duty       . .  . .    152 

Dividend  Tax  141 

Domains         93,  219 

East  Rand  Mines 107 


PJducation,  agiicultin-e 

„  primary  and  secon( 

,,  higher     .  . 

Education  Tax 

Elections,  expenditure 

Employers'  Tax 

Entertainment  Tax 

Estate  Duty 

Estimates 

Excess  Profits  Tax    .  . 

Exchequer  Account 

Excise  Department 
,,        Duties 

Executive  Committee 

Expenditures 

Fees     . . 

Financial  Administration 

Financial  Relations  Act     8 

Fines  and  Forfeitures 

Forestry 

German   South-West  African  Cam- 
paign      .  .  . .  . .  . .      27 

Gold  Mines,  dividend  tax    . .  . .    142 

,,         ,,      leases    . .  . .  .  .    105 

,,         „       profits  tax        . .  . .    149 

„         ,,       War  levy  . .  . .    151 

Governor-General      .\       1,   11,  207,  212 
Government  Gold  Mining  Areas     . .    107 
Guano  Islands  ..  ..  ..116 

Guardians'  Fund  . .  . .    120 


1 

AGB 

43 

•ond 

ary 

37 

40 

173 

14 

,   15 

173, 

235 
169 
155 
201 

142, 

147 
195 

20. 

193 
132 

4 

.   12 

'.'.   8 

11, 

216 

121 

20 

,13 

24^ 

186 

123 

99 

Harbours        . .           . .            77, 

218, 

231 

Health             

47 

High  Commissioner 

18 

Higher  Education 

40 

Hospitals 

48, 

122 

House  Tax 

167 

Immigration 

13 

Immovable  Property  Tax    . . 

172 

Imperial  Preference 

127 

Imperial  Service  Contingents 

27 

Income  Tax   . . 

137 

Increment  in  Land  Values,  tax 

172 

Industrial  Schools     . . 

35 

Industries,  revenue  . . 

57. 

218 

Industry,    promotion  and 

regulation  of 

45 

Inland  Revenue  Department 

19, 

192 

Insurance  Coupon  Duty 

162 

Interior,  Department  of 

13 

Internment  Camps    . . 

27 

Invalid  Allowances  . . 

18 

Investments,  revenue  from 

llK 

120 

238 


TNDEX. 


Irrigation       . .       •  . . 

Justice 

Land  Acts 

Land  Bank     . . 

Land  Settlement 

Land  Taxes   . . 

League  of  Nations,  expenditure 

Leases  of  Government  Mines 

Leper  Institutions    . . 

Libraries,  expenditure 

Licences,  mining 

„        professional,  trading,  etc 
Loan  Fimd  Expenditures    . . 

Magistrates"  Courts  and  Offices 
Matches,  excise  duty 
Mental  Asylums 
Meteorology  . . 
Military  Expenditure 
Military  Pensions 
Mines  and  Industries 
Mining  Lands  and  Rights    . . 
Mining  Taxation 
Miscellaneoiis  Expenditures 
Miscellaneous  Revenues 
Mounted  Riflemen    . . 
Musevuns,  expenditure 
MjTipacht  Dues 

National  Defence 
Native  Affairs 
Native  Taxes 
Naval  Expenditure  . . 

Organisation  of  Railways    . . 


PAGE 

112 
31 

93 

88 

93 

166 

11 

105 

49 

14 

110 

162 

176 

33 

135 

49 

14 

25 

28 

46 

104 

149 

63 

124 

5,  34 

14 

110 

25 

50 

164 

25 

61 


Parliament,  powers  of  3, 

,,  expenses 

Pass  Fees 
Penquin  Eggs 
Pensions,  civil 

,,  military     . . 

Playing  Cards,  excise  duty 
Police 

Poor  Relief     . . 
Post  Office      . . 
Premier  Diamond  Mine 
Primary  Education  . . 
Prime  Minister 
Printing  and  Stationery 
Prisons 
Provincial  Administrations 

.,  Audit 

Coimcil    ..      4,  12, 

.,  Excess  profits  Tax 

Gold  Profits  Tax 

,,  Revenue  Fund   . . 

.,  Subsidies 

Taxation  168, 

Prussian  Railways    . . 
Public  Accounts  Committee 
Public  Debt   . .         8,  52,  175, 


201,  206 
12 
165 
116 
16 
28 
135 
33 
49 
218 
104 
37 
11 
13 
34 
12 
20 
214 
148 
154 
200 
186 
234 
60 
211 
224,  230 


205 


190, 


Public  Diggings 

Public  Health 

Public  Works  and  Buildings 

Quitrents 


PAGE 

..    105 

..     47 
21,  176 

..     96 


Railways        ..  ..  58,  218,  231 

Railway  Board  . .  . .  . .      58 

Railway  and  Harbour  Fund  5,   199 

Rebellion        27,  28,  30 

Receivers  of  Revenue  .  .       195,  201 

Redemption 52,   179 

Reformatories  .  .  . .  . .      34 

Registration  of  Deeds  . .  . .      54 

„  of  Voters  . .  13,  15 

Rents  of  Crowai  Lands         . .  .  .      97 

„      of  Government  Houses  and 

Buildings  124 
Revenues        ..  ..  8,  57,  218 

Roads,  .expenditure  . .  . .      22 


Sales  Tax 
Savings  Bank 
School  Fees    .  . 
Seal  Skins 

Secondary  Education 
Senate 

Sinking  Fund 
South  Africa  Act  1,  22,  32, 
54, 
Spirits,  customs  duty 
,,  excise  duty  . . 
Stamp  Duties 
Statistics,  expenditure 
Steamships  . . 
Succession  Duty 
Sugar,  excise  duty  . . 
Superannuation  Allowances 
Superior  Courts 
Super  Tax 
Survey  of  Diagrams 
Swiss  Railwavs 


235 

87 

121 

116 

37 

2,  12 

..  180 

37,  48 

58,  77,  185 

127 

132 

160 

14 

81 

155 

134 

18 

31 

140 

63 

60 


Tariff  system              126 

Tattersall  Tax            173 

Taxation         .  .           . .    9,   125,  220,  223 

Telegraphs  and  Telephones            82,  218 

Tobacco,  excise  duty            . .           . .  134 

Totalisator  Tax         169 

Trades  Commissioner            . .           . .  18 

Transfer  Duty            159 

Transferred  Revenues           . .           . .  189 

Treasury-         ..          ..           20,  192,  206 

Universities    . .           . .           . .           . .  40 

Vinegar,  excise  duty             . .          . .  134 

Water  Boring  . .  . .  ..113 

War  Bonus 215 

„    Expenditure      . .             28,  30,  176 

„    Lew  on  Gold  Mines    . .          . .  151 

Wheel  Tax 168 


Printed  by  cape  times  limited,  Cape   Town. 


UNIVERSITY  OF  CALIFORNIA  LIBRARY 

Los  Angeles 
This  book  is  DUE  on  the  last  date  stamped  below. 


jCT  2  2  1362 


m^^ 


Form  L9-30m-ll,'58(.8268s4)444 


H''\ 


HJ 

De  Kock  - 

, 

1514 

Analysis 

of  the 

D369a 

finances 

of  the 

1922 

Union  of 
Africa 

South 

It?"*  2 

''6   ■'^' 

HJ 

' 

1514 

D369a 

1922 

3  1158  00535  4591 


^W~ 


UC  SOUTHERN  REGIONAL  LIBRARY  FACILITY 


AA    001027  769    7 


